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How to increase 
your staff without 
adding to payroll 


Rising payroll costs are probably 
today’s most critical threat to oper- 
ating profits. With transactions in- 
creasing daily, most bankers agree 
there’s only one practical solution 
. . - improved staff productivity. 
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Bank Building Corporation builds 
increased staff c {ficiency right into 
the basic design of your new quar- 
ters. People, machines, «nd space 
are integrated. Work flow speeds 
up, output improves. Based on ex- 
pert analysis of your needs, this js 
truly “productivity engineering” 
which in effect increases your staff 
without adding to payroll. The 
product of unequalled experience 
in financial planning and design, 
it’s another big reason for talking 
to a Bank Building analyst first. 
Write us... no obligation, of course. 
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When the scales of justice get out of 
* balance in one segment of our econ- 

omy, conditions are often created that 

throw the whole nation off kilter. This 

. is especially true in the banking field, 
HOWARD BELL since it is at the very heart of com- 


1 Publishe mercial life. That is why the unjust 
BILL McDONALD favoritism that savings and loan as- 
: ee sociations are shown under present 
tax laws must be corrected as soon 
as possible. In the center spread of 
this issue are a brochure and an arti- 
cle that can serve as ammunition for 
bankers in their fight for tax equality. 
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BY DR. JOHN L. WALKER 


Partner, New York Office 
of Rohrer, Hibler & 
Replogle, Psychologists 

to Management 


How 
To 
Spot 
the 





Is there a way of spotting 
an employe who is 


likely to become an 
embezzler? A psychologist 


says potential embezzlers 


often exhibit personality 


traits that reveal their 


weakness. Here are some 
of the danger signals and 
some tips on maintaining a 
climate in your bank that 


will reduce the likelihood 


of embezzlement. 


Embezzler Type 


The recent $2 million embezzlement 
which caused the closing of the old- 
est bank in Sheldon, Iowa, calls our 
attention again to this perennial 
problem. 

In the January, 1960, issue of THE 
INDEPENDENT BANKER, a staff writer 
commenting on embezzlement wrote, 
“For those who still look hopefully 
for a species of Homo sapiens which 
isn’t susceptible to temptation, there 
is the unrivaled example of the TV 
quiz shows and the long, long list of 
those who succumbed to their get 
rich quick blandishments.” 

The implication here is that we 
cannot determine who or who will 
not commit crime and so we might 
as well not try. 
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Yet, experience and research tell 
us that some kinds of personalities 
are more likely to engage iw crime 
than others. We have to hope, keep 
on trying, and improve in our ability 
to spot the embezzler. It is the intent 
of this article to offer some cues. 

To remind us again of the impor- 
tance of this problem, the most re- 
cent information available on embez- 
zlement concerning only banks is 
summarized here: 


No. of cases involving $10,000 


Year or more reported to the FBI 
1959 1632 
1958 1373 
1957 1301 
1956 1117 





It is apparent that in the last two 
years there has been more than one 
conviction per working day. Consid- 
ering that only large losses are rep- 
resented in the chart below and con- 
sidering that most cases are not even 
reported, (the estimate is 1 in 10) 
this is alarming. 

It is estimated that more than 
6,000 bank employes are presently 
embezzling or will become embez- 
zlers. It is a certainty that some em- 





Loss in No. of actual court 
Millions convictions 
13.0 349 

8.5 299 

6.2 252 

9.4 255 
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bezzlers are reading this very line 
while seated in their leather chairs. 

Sixty per cent of these thieves are 
executive or supervisory personnel. 
In a year they will steal three times 
as much as bank robbers. 

Embezzlers are offended by being 
referred to as thieves. They do not 
equate themselves with criminals. 
They see themselves as borrowing 
or as being engaged in an activity 
which is essentially righteous be- 
cause some wrong has been done 
them by management. 

The figures themselves in a ledger 
have no moral meaning to the em- 
bezzler. At the time of the first theft 
they felt they were in a hopeless sit- 
uation. Now, in their opinion, they 
are stealing primarily to keep the 
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books in order, not because they love 
money. 

Dr. Cressey, of the University of 
Chicago, in his book Other People’s 
Money states, “Trusted persons be- 
come trust-violators when they con- 
ceive of themselves as having a finan- 
cial problem which is non-sharable, 
are aware that this problem can be 
secretly resolved by violation of fi- 
nancial trust and are able to apply 
to their own conduct in that situa- 
tion verbalizations which enable 
them to adjust their conceptions of 
themselves as trusted persons with a 
conception of themselves as users of 
the entrusted funds or property.” 

The records tell us that the typical 
embezzler is in his late thirties, has 
two children, lives in a respectable 


neighborhood, is seen as a good 
mixer, has a medium-priced car, is 
active in the community, has had two 
promotions, and is temperate in 
drink. This information will not help 
us spot the man, but it will empha- 
size the difficulty in spotting him. 

Since people are so complex, it 
is unlikely that we will ever do a 
perfect job of determining who is an 
embezzler or who might become one. 
However, we must try to be alert to 
the behavior and cues which many 
of these men share. 

The embezzler is apt to be first in 
in the morning and last out at night. 
He is a “take-over” man in that he 
frequently will volunteer for assign- 
ments and projects. He prefers to 
work alone on them. If the boss 
thinks he is working too hard and 
suggests an assistant, he will be cer- 
tain that he doesn’t need one. He 
may tend to skip vacations or cut 
them short. He is likely to resist sug- 
gested changes and procedures. He 
is easy to get along with and most 
people will see him as a hard worker. 

There are likely to be some cues 
that he is living beyond his income 
in selection of home, club member- 
ship or kinds of investments. This 
will not always be true, however, 
since some embezzlers use the funds 
to “buy” love and approval from 
others by giving them money or 
gifts. This is the most infrequent 
kind of embezzlement. 

The psychologist finds the em- 
bezzler at war with himself. Dr. 
Gregory Zilborg in his Yale lectures 
printed in The Psychology of the 
Criminal Act and Punishment said, 
“One of the most valuable things 
which modern psychiatry has discov- 
ered is the presence of a conscience 
in every criminal . . . the presence 
of a sense of guilt, no matter how 
carefree or callous he may appear.” 

In spite of his outward show of 
friendliness, the presence of this 
guilt makes the embezzler an essen- 
tially fearful, asocial, quiet person 
who is quite tense physically. His 
aggression is suppressed and subtle. 
He takes criticism with difficulty. He 
has a “ready” explanation for every- 
thing. He tends to feel sorry for 
himself. 

This introverted, essentially “soft” 
man frequently must go through the 
motions of friendliness because of 
his position. Many people will feel 
that they know him well but will find 
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on reflection that they really know 
little about him. The perceptive per- 
son will realize that the embezzler’s 
values emphasize material things and 
power. He, himself, is convinced on 
a conscious level of his righteousness 
and feels some superiority. He rare- 
ly takes a strong stand on any matter 
where others will not agree with him. 

Aside from himself, his causes, if 
any, will be related to home, mother 
and the flag. His anti-social acts will 
be directed toward property rather 
than toward people. Deeply, he dis- 
trusts authority. He is looking for 
relief from his tension and fear and 
it is always hard for him to defer 
satisfaction. He tries to preserve his 
integrity and avoid discomfort by 
alibiing. 


“Harry” 


Let us look at the case of a man 
whom we shall call Harry. At the 
time he was interviewed by this 
writer, he was no longer working at 
the bank and he talked freely about 
his experiences. He started working 
in a bank part-time while still in 
high school. After graduation, he 
went to work full time. He was a 
hard worker and seemed conscien- 
tious. He advanced to become an 
officer. 

Some place along the line, after 
eight or ten years of employment, 
he felt that he needed more money 
and thought he would “borrow” 
some temporarily. It was easy and 
soon he did it regularly. He was an 
active member of a service club and 
belonged to the country club. The 
community was stunned when, dur- 
ing his twentieth year at the bank, 
his embezzlements were discovered 
and made public. 

Harry lost his house and car so 
some of the thousands he had stolen 
could be replaced. Overnight, friends 
raised enough to replace the rest. 
One man bought a house and let 
Harry and his family live in it rent 
free. 

The client who had retained this 
writer was one of the many who put 
up money. He hired Harry as an 
accountant for $500 a month and 
said, “I'll pay you $400 cash and the 
other $100 will go to pay off the 
amount I contributed.” 


Money is Tops 


After Harry told me his story he 
said, “You know, I learned the great- 


Page 4 





Dr. John L. Walker is a 
partner in 
the New 
York office 
of Rohrer, 
Hibler & Re- 
plogle, psy- 
chologists 
to manage- 
ment. He 
taught at Co- 
lumbia and 
New York Universities before 
joining RH&R. He is a Fellow 
of the American Psychological 
Association and a Diplomate 
of the American Board of Ex- 
aminers in professional psy- 
chology. RH&R has offices 
throughout the United States 
and Canada. Dr. Walker said 
the firm’s clientele includes 
more banks than any other 
single type of client. 














est lesson in my life then.” When 
asked what this lesson was, he re- 
plied, “That money is the most im- 
portant thing in the world!” 

Most readers will have expected 
that he would have found that 
friends were the most important 
thing in the world. But this is the 
criminal mind at work. When asked 
for the reasoning behind his conclu- 
sion, he said, “Because if I had had 
enough money, it never would have 
happened.” Note the removal, on the 
conscious level, of guilt for himself. 

Money has been important to 
Harry for a long time. His father 
had died before Harry finished high 
school. Although Harry had superior 
ability, he had flunked a course in 
high school. 

He had wanted to be a draftsman 
but drifted into the bank job because 
it was handy and a depression was 
on. He shad no hobbies or recrea- 
tional interests. He said he liked to 
keep busy and his work was his hob- 
by. He had to marry his wife be- 
cause of her pregnancy. During the 
war he was classified 4-F because of 
hypertension. 

The importance of money was 
prevalent in all of his conversation. 
It meant security to him. At the 
point in an interview when most men 
discuss the importance of the hap- 
piness and health of their family, 
Harry discussed the importance of 





having a good car, taking it easy, 
and having a five-figure income. 
Regrets Getting Caught 

Recalling the bank experience, he 
said, “If I had been more careful, I 
could have gotten some place in life.” 
His regret was that he got caught, 
not that he stole. 

In describing his own personality, 
he said, “I spend too much money. 
My tastes are too big for my pocket- 
book.” 

His best friend was an alcoholic. 
Harry could easily feel superior to 
him. The keenest disappointment in 
his life was that his mother left more 
money to his brother than to him. 
He was currently trying to get out of 
accounting and into sales because, 
“There’s more money in it.” 


Self-Centeredness 


His test results presented a theme 
of self-centeredness, an emphasis on 
power as represented by money and 
a philosophy such that the end justi- 
fied the means. When his responses 
on an interest test were compared 
with those of successful bankers, he 
differed from most of them in that 
he disliked economics and _ thrifty 
people, and was attracted to detec- 
tive stories and sleight of hand 
tricks. 

The tests indicated that he would 
rather be a politician than a banker 
if given a choice between the two; 
and that although he did not believe 
in a God, he would like to be a 


clergyman if the salary were good. 


The Signals 


Granted that we can have 20-20 
hindsight and granted that there are 
always exceptions, particularly 
where people are involved, what are 
some of the signals that might have 
served to warn management about 
Harry? 

Although he was warm and friend- 
ly in his contacts, his basic insecurity 
was readily evident to a perceptive 
person. At the time he was buying a 
home, in a high middle-upperclass 
residential area, and a car, and was 
raising two children, he was making 
$200 a month. There was social pres- 
sure to keep up with the kind of 
Joneses who live in such a town and 
Harry did it. The bank never sus- 
pected a thing. 

His lack of a hobby and his hy- 
pertension were also cues. It would 
seem reasonable to assume that any- 
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one who made such gross errors in 
handling big problems as did Harry 
(his marriage and the embezzle- 
ment) would have more than his 
share of errors in judgment in many 
instances while working for the bank. 

The pull of money in his life, the 
narrowness of his interests, his un- 
reasonable willingness to take 
chances, the lack of social respon- 
siveness and his egocentricity would 
all have been evident to a thoughtful 
student of human behavior. 

Hiring 

Looking ahead, how can we avoid 
hiring the man who may become an 
embezzler? The best means of selec- 
tion that we have is a good inter- 
view by a perceptive person. 

The emphasis in the interview 
must be upon learning about the can- 
didate’s personality. For years, re- 
search has told us that personality 
factors are more important for job 
success than any other factors, in- 
cluding job knowledge. 

Before the interview takes place, 
it is apparent that the interviewer 
will need to know what qualities he 
is looking for in the person and 
what the job requires. It is assumed 
that he will have some knowledge of 
qualities that have made for success 
in the position in the past as well as 
for failure. 

Sometimes, in the press of busi- 
ness, the error is made of trying to 
“just fill a spot” rather than really 
selecting the right man for the posi- 
tion. More times than not, this will 
result in a hiring failure which is as 
unfortunate for the man as it is for 
the bank. 


Interviewing an Art 


What kind of a man do we want? 

Generally, in a bank we will seek 
the candidate who is intelligent, has 
adequate social skills, strikes a good 
balance between being aggressive 
and submissive, is emotionally sta- 
ble, is persistent, has initiative, will 
take responsibility readily and han- 
dle it well, has tact, can withstand 
some pressure, and can express him- 
self well, certainly in speech and 
hopefully in writing. 

Certain obvious physical require- 
ments also exist but they can largely 
be assessed by observation during 
preliminary interviewing. 

Interviewing is more an art than a 
science. There will be exceptions to 
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every “rule.”’ Refined judgment, 
combined with the knowledge of 
one’s own personality will aid the 
interviewer toward the correct final 
judgment. 


Evaluating Traits 


Take your time. The decision is an 

important one for both the man and 
the bank and often more important 
for the man. The following sugges- 
tions should be helpful to you in 
evaluating the traits desired in a can- 
didate: 
@ /ntelligence as shown by perform- 
ance on the job is often quite differ- 
ent from intelligence as measured by 
tests. That is, some high scorers do 
“dumb” things because they use their 
intelligence poorly. 

Some judgment concerning the 
man’s intelligence may be deduced 
from how readily he understands 
questions asked, how well he speaks 
to the point in his answers, and how 
he has used opportunities in his life. 

The potential embezzler is intelli- 
gent. However, in an interview his 
feelings and emotions are likely to 
be influencing his intelligence more 
than is the case with a more stable 
candidate. 

This will be evidenced by such be- 
havior as responding to a question 
without really answering it. There 
will be a defensive theme to much of 
what he says. 

@ Sociability may be estimated 
from several cues. While the employ- 
ment interview is a stress situation 
for almost everyone, it will be more 
so for the very introverted person. 

He will show this in nervous man- 
nerisms, reticence in responding, 
perspiring, or becoming confused. 
The more sociable person will be 
“with it” in the interview to a great- 
er extent. He is apt to have recrea- 
tional activities that involve being 
with people in contrast to being 
alone. 


@ Since the embezzler’s aggression 
is subtle, we should seek the candi- 
date who can comfortably release a 
reasonable amount of aggression di- 
rectly. 

The aggressive person may reveal 
this trait to a degree by his gait. He 
is less apt to shuffle or show other 
evidence of a lack of coordination. 
During the meeting he may move to 
control it with such expressions as, 
“Let me tell you about that in a 
moment. First I’d like to say .. .” 
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and so forth, in response to your 
question. 

In his life there will be evidences 

of his having gained his ends by 
acting aggressively toward someone 
else. The responses of the potential 
embezzler will stress his need for 
approval and hesitance to be aggres- 
sive. 
@ Emotional instability may be evi- 
denced in many ways, ranging from 
general muscle activity, such as gait 
or nervous mannerisms, to poor use 
of intelligence in various life situa- 
tions, such as flunking in school. 

It is fairly common for people to 

have flunked some course in school. 
The discussion of “why” will give 
the cues here. Observe the amount of 
tension and sincerity as he describes 
his family life, his own personality, 
or how he handles criticism. 
@ Drive may be estimated along 
with persistence by the record of 
how past opportunities were used. 
Did he finish what he started? Do 
some achievements which others 
might think major seem common- 
place to him? 

Muscle tone is sometimes associ- 

ated with drive and should be ob- 
served in this regard. Sometimes 
high drive results from an effort to 
compensate for feelings of inferiori- 
ty. This is not always undesirable 
but the extent of the feelings and by- 
products of them will need to be 
estimated and evaluated. 
@ Initiative may be shown by the 
manner in which the candidate ex- 
plains decisions made or action tak- 
en. Was it just because someone else 
suggested it? Did he think of it? 
Was it a new idea? Sometimes ini- 
tiative is related to the way the man 
took responsibility. 

Did he earn part of his way 
through school? If not, did he par- 
ticipate to a reasonable degree in 
extra-curricular activities? Did he 
have the initiative to find responsible 
kinds of things to do rather than just 
take a job or participate in an ac- 
tivity because it was handy? 

The potential embezzler will show 
dependency throughout the _inter- 
view. He will lean on you for guid- 
ance as to how you want the ques- 
tions answered (e.g.: “Do you want 
me to start with. ..?”). 

@ Opportunities for the man to evi- 
dence tact will be frequent in the 
interview situation, not only in the 
way he handles himself as a social 


being who is a guest on your prem- 
ises but also as he tells you about 
himself. 

The embezzler is likely to be quite 

tactful. Tact can be learned to a large 
degree and lack of it will not be as 
serious as indications of poor use of 
intelligence or of emotional instabil- 
ity. 
@ Since the interview is a kind of 
pressure situation, ability to take 
pressure can readily be observed. 
Some evidence of tension should be 
expected. How is it handled? How 
does he compare with other appli- 
cants you have seen in the same set- 
ting? How has he held up in the past 
in pressure settings such as athletic 
activities, public speaking activities, 
college, or military service? 

The embezzler is likely to have a 
history of avoidance of such activities 
and to have alibis and “ready” ex- 


planations. 


@ How skilled is he in expressing 
himself? Watch for slurring of 
words, slang, cliches, repetitiveness, 
errors in English, blocking, or pres- 
sure of speech. Their presence sug- 
gests the likelihood that our candi- 
date is not as stable as we would 
wish. 

After preliminary interviews have 
weeded out those candidates who are 
obviously not qualified, a longer se- 
lection interview should follow. This 
should be done by a very competent 
interviewer on the staff or by a pro- 
fessional person. On the basis of this 
interview a decision should be made 
as to which of the remaining candi- 
dates will be employed. 


Management Practices 


While discussing who is likely to 
become an embezzler, we must con- 
sider the environment in which the 
man works. 

Our environment is important to 
all of us. Whether or not a person 
with criminal tendencies controls 
these tendencies, or whether or not a 
normal person is tempted will be in- 
fluenced to some extent by his en- 
vironment. A discussion of embezzle- 
ment and its avoidance would not be 
complete without some consideration 
of management practices. 


By management practices here we. 


refer to the style of management 
rather than to financial controls. It 
is suggested that embezzlement. is 
more likely to take place in some set- 
tings than in others. 
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This is not to excuse the embezzler 
but to recognize our responsibility 
to know our people well, and to 
have such a relationship with them 
that they may feel that they can talk 
to us. 

As Norman Jaspan says in his The 
Thief in the White Collar, “Security 
programs are meaningless when 
management relies solely on a system 
of controls but pays no attention to 
the employes . . .” 


Questions 


It is difficult to be really objective 
about ourselves, but let’s ask ques- 
tions like these: 

1. Do we have good personal rela- 
tions with employes? This is not a 
matter of being a “pal.” Employes 
respect authority that is firm but 
fair, but they want to feel that the 
boss will listen and is interested in 
them. 

2. Have we set a fair standard of 
performance? A job description and 
a statement of job requirements is 
desirable so that a person knows 
what is expected of him. Are we real- 
istic in our expectations? 

3. Is the compensation paid appro- 
priate? Compare your salaries with 
those of other banks in your area and 
with those of other businesses where 
the responsibilities are comparable. 
Are your people able to live up to 
the “image” which should be expect- 
ed considering their duties and 
titles? 

In one embezzlement case, the 
judge stated, “The bank ought to be 
indicted here. I have no power over 
these men who are members of the 
board of directors of this bank, but 
if I had I would sentence them to 
read Dickens’ Christmas Carol every 
Christmas and to think of this de- 
fendant.” 


4. Are employes encouraged to 
share in some decision making? 
Participation in policy making at 
times can give an employe a feeling 
of identification. He thinks about the 
bank’s problems and has more pride 
in it as his place of employment. 

5. Do you delegate authority along 
with responsibility? It is hard for us 
to respect the boss who hangs on to 
all of the authority. His essential in- 
security becomes evident. The em- 
ploye has less job satisfaction in such 
a setting. 

6. Do you provide any acceptable, 
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legitimate and professionally sound 
means of releasing the personal pres- 
sures which are felt by your trusted 
employes? If little problems can be 
kept little, they won’t grow big 
enough to seem to someone to “re- 
quire” a dishonest solution. 

7. Do we have some management 
development program? Each of us 
has a need to see something better 
ahead. The idea of change for the 
better is an essential part of our cul- 
ture. This must be sincere on our 
part and have a real purpose. People 
need to be readied for new responsi- 
bilities. On-the-job training, under- 
writing the cost of courses taken and 
sending people to seminars or work- 
shops are some of the possibilities. 

It is urged that you evaluate your- 
self and how well you know your 
employes. This, together with care- 
ful selection of future employes, 
should make it less likely that you 
will ever become a statistic in a table 


THE MAGIC OF SPEED —— 


Those of us who are exposed to 


the magic of speed sometimes find 
that tricks are played on our imagi- 
nation in that we believe things are 
done when in reality they are only 
begun. We read an exciting article 
about some push-button gadget 
that runs a plant from the “black 
box” housed in a console, and as 
we read we convince ourselves that 
this is really something. Even the 
concluding statement that the thing 
won't be available for another five 
years doesn’t always bring us back 
to earth. 


Apropos to what? Well, apropos 
to the MICR program, for which 
the basic planning is done but on 
which implementation is just be- 
ginning. This program emphasizes 
speed to such a degree that we our- 
selves get the impression that we 
are moving as fast as a souped-up 
computer, whereas we are simply 
taking one step at a time. When we 
awaken to this, we get the feeling 
that we have been dragging our feet, 
ay because we haven't moved 
as fast as our mental projections. 


or find one day that you have a 
“Harry” working for you. 


Further Reading 


A good interview is time consum- 
ing but if the time is well used the 
results will be most rewarding. Read- 
ing these references will help you 
sharpen your skill and improve. 

1. Fear, R.A., The Evaluation In- 
terview, McGraw Hill, New York, 
1958. 

2. Halsey, G.D., Selecting and In- 
ducting Employees, Harper and 
Bros., New York, 1951. 

3. Kahn, R.L. and Cannell, C.F., 
The Dynamics of Interviewing, Wiley 
and Sons, New York, 1957. 

4. Kephart, N.D., The Employ- 
ment Interview in Industry, McGraw 
Hill, New York, 1952. 

5. Weinland, J.D. and Gross, 
M.V., Personnel Interviewing, Ron- 
ald Press Company, New York, 1952. 

END 
























What brings this to mind is our 
inquiry of our production group as 
to when we would be completely 
retooled forMICR. The production 
planning group reports that their 
job is virtually finished. They know 
now what they have to do and they 
know how to do it. The imple- 
mentation group reports that their 
work is shoes 50 < anda way. In 
other words, actual production of 
MICR orders is filling the encod- 
ing requirements of more than 
9,000 banking offices operated by 
4,600 banks. Not too bad in a way, 
but nevertheless, this exposure to 
speed creates a slow burn inside 
because we aren’t moving fast 
enough. 


How about you? If you are con- 
vinced, as we are, that MICR is 
a sound, workable system, could 
you accelerate your plans to adopt 
it? If so, we are in position to 
provide the checks you need from 
eleven plants staffed with people 
who know their jobs. We are 
over the hump and looking for 
work. 











Manufacturing Plants at: 


CLIFTON, NORWALK, PAOLI, CLEVELAND, DETROIT, INDIANAPOLIS, 
CHICAGO, KANSAS CITY, ST. PAUL, DALLAS, CHATSWORTH 
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The March 
on Washington 


Independent Bankers Prepare for Colorful Convention 


A variety of headline personalities 
will highlight the 27th annual con- 
vention of The Independent Bankers 
Association April 20-22, which prom- 
ises to be one of the most colorful 
meetings in the IBA’s history. 

The convention will be staged in 
Washington D. C. at the Sheraton- 
Park Hotel. 

Speakers who have already agreed 
to appear include Senator Margaret 
Chase Smith of Maine; Sigurd An- 
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derson, former South Dakota Gov- 
ernor and a member of the Federal 
Trade Commission, the agency that 
has made headlines repeatedly dur- 
ing the last year; Monroe M. Kim- 
brel of Thomson, Georgia, executive 
vice president of The First National 
Bank of Thomson and a prominent 
official in the American Bankers As- 
sociation and Mrs. Mary Mundt, 
wife of South Dakota’s United States 
Senator Karl Mundt, who will tell 


the ladies at the convention about 
the women’s world in Washington. 

Other speakers will be announced 
as soon as they have confirmed their 
invitations. 

Everyone at the convention will 
have the opportunity to talk to his 
Representative and Senators about 
tax equality legislation and enjoy a 
number of social events in company 
with independent bankers through- 
out the nation. 


THE INDEPENDENT BANKER 
























Annual Tour 


The traditional IBA pre-convention 
trip will take bankers and their fam- 
ilies on a three-day Canadian tour 
and a two-day visit in New York. 

A convention train will leave Min- 
neapolis, Minnesota, at 8 a.m. and 
Chicago, Illinois, at 5 p.m. on April 
12. It will arrive in Montreal, Can- 
ada, at 1:45 p.m. April 13, where 
headquarters will be the lovely 
Queen Elizabeth Hotel. 

The remainder of the afternoon 
will be open for relaxing, browsing 
and preparing for a gala evening 
with dinner at the hotel. 

The next day a complete tour of 
Montreal will be conducted. The city 
is rich in historical attractions, with 
fine shops and modern restaurants 
and the continent’s second largest 
harbor. A side trip will be taken to 
the top of Mount Royal, an extinct 
volcano. 


Quaint Quebec 


On April 15 the group will go 
by train to quaint old Quebec, a city 
of contrasts, where the life of today 
blends with the legend of yesterday 
—a modern society flourishing in a 
culture inherited from 17th cen- 
tury Normandy and Brittany. Found- 
ed in 1608, it is the oldest walled 





city of North America. In the lower 
town are narrow winding streets, in- 
cluding Sous La Cap, the narrowest 
street in North America. 

The group will head for the Hotel 
Commodore in New York City on 
April 16, arriving at 8:30 p.m. On 
April 17, a sightseeing tour of the 
city will be conducted, climaxed by 
dinner and floor show at Interna-- 
tional Club, 52nd and Broadway. 

The entire day of April 18 will 
be left open for individual activities, 
but an optional theater party is 
planned for the evening. Participants 
will see the broadway hit, “Camelot.” 


On To Washington 


The group will leave New York 
City by train at 11:30 a.m. on April 
19 for Washington, D. C., arriving 
at 3:15 p.m. 

The tour is being arranged by 
Otto H. Preus of the Marquette Na- 
tional Bank, Minneapolis, Minnesota. 

Our nation’s capital is no slouch 
when it comes to visitor attractions. 
The city abounds in national shrines, 
including the Jefferson and Lincoln 
Memorials (below). 

The convention train will leave 
Washington at 4:45 p.m. on April 23. 

The Sheraton-Park Hotel, which 


will be convention headquarters, has 








Trip to Bermuda 


Z 


‘Is Prize for Two 


» Two lucky participants in 
3the 1961 Independent Bank-‘ 
. 

$ ers Association convention will 
3 find themselves basking lazily 
in the soothing splendor of a 
tropic island. The American 
Express Company has an- 
nounced that it will award one 
3 of the conventioneers a round 
> trip to Bermunda for two. In 
addition, $250 in Travelers} 
¢ Cheques will be given for ex-‘ 
, penses. Erskine Girard, assist- 
ant vice president of American } 
Express, will be at the conven- ; 
} tion to make the award, which } 
} has a total value of $500. 
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an unsurpassed setting overlooking 16 
landscaped areas. Although it is 
close to the center of the city, it 
retains the restful atmosphere of the 
finest resorts. The hotel has 1,200 
air-conditioned, outside rooms. 

And with luck, conventioneers will 
be in Washington in time to see one 
of the city’s most famous attractions 
—the cherry blossoms. END 





Lincoln Memorial (below left) and Jefferson Memorial are “musts” on every Washington visitor’s itinerary. 
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THE EDITOR 


THERE'S CHALLENGE in the declaration, “Ji’s time to 
stand up and be counted.” Whenever this is said assertive- 
ly in a polite and restrained group, 
the chill that follows is. noticeable. 
Most people don’t want to stand up 
and be counted for anything other 
than the federal census every 10 
years. The emphasis on “getting 
along with people” is so strong in 
American life that it serves to dilute 
our convictions. How often have you 
heard someone say, “Why argue,?” 
this followed by an expressive shrug 





_ MR. BELL 
of the shoulders. Whenever we hear that query we think 
wistfully of our college roomate in undergraduate days 
who loved to argue and was darn good at it. Many times 
we heard him argue opposite sides of the same question 
on successive days. He always managed to win, too. Very 
stimulating. 


Bankers No Exception 


Bankers have been no exception to the rule of 
reluctance about standing up for a tally on contro- 
versial issues. There are encouraging signs, how- 
ever, that a change may be starting in this area. 
About time, too. For while bankers have been 
inarticulate and restrained, their savings and loan 
competition has been vocal, aggressive and argu- 
mentative. 

In the two prior issues of The INDEPENDENT BANKER, 
we have called your attention in this column and in 
articles about the outstanding job done for banking, in 
the competition with savings and loans, by the Commu- 
nity National Bank of Pontiac, Michigan. 

In Iowa, S. R. Barber, president of the Wellman 
Savings Bank, in Wellman, has been taking very good 
care of that sector. He showed acumen that one would 
expect from only a seasoned public relations specialist 
in a letter to the editor of the Des Moines REGISTER, 
commenting on the embezzlement in Sheldon, Iowa. 


Technicality 

Mr. Barber lauded the paper for its “very excellent 
coverage” of the Sheldon story. He agreed with the edi- 
torial position the paper had taken in favor of having 
all banks members of the FDIC and all savings and loans 
members of the FSLIC. Then he dropped in these ob- 
servations: 

“T do take exception to a technicality in your editorial 
in which you note that the Federal Savings and Loan 
Insurance Corporation provided depositors in such asso- 
ciations with the same protection afforded by the FDIC. 
There is quite a substantial difference in the FSLIC and 
the FDIC and certainly you are not the first to confuse 
the two or. at least to fail to recognize the difference. 

“Had this embezzlement taken place in an insured 
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savings and loan association the depositors, actually they 
are shareholders and not depositors, might well have 
had to wait a very considerable length of time rather 
than receiving checks from the FDIC 10 days after the 
bank was closed.” 

We have no way of knowing how many savings and 
loan officials contacted the paper with cries of “Foul!” 
after Mr. Barber’s letter appeared, but we do know 
that one week later the REGISTER printed an editorial 
headed, “Insured Savings Are Secure.” 


Our guess is that some vigorous thumping of 
the editor’s desk by S&L officials, plus an inspired 
batch of letters from persons presenting the S&L 
viewpoint, prompted the editorial, which noted at 
the start that Mr. Barber’s letter “apparently gave 
some readers the impression that federal insurance 
of bank deposits is safer than federal insurance of 
savings and loan association accounts.” 

The editorial quoted Mr. Barber’s sentence that had 
the embezzlement taken place in a savings and loan, the 
shareholders might have had to do considerable waiting 
for their money. Then the editorial continued, “This 
statement is misleading. There is no reason for any 
difference in the length of time taken to pay bank 
deposits or insured savings and loan deposits.” Similar- 
ities in the FDIC and FSLIC statutes were pointed out 
and the assurance was given that savings insured by 
either agency “are absolutely secure up to $10,000.” 


2-for-1 Edge 


One might think the pro and con would end there, 
with Mr. Barber having had his say for commercial 
banking in the “letters” column and the S&L viewpoint 
having been presented in an editorial. Offhand, we’d say 
to this point the edge belonged to the S&Ls, for they got 
an editorial answering a letter to the editor, something 
of a rarity. 

Apparently, however, the paper decided that a 2-for-1 
edge in favor of the S&Ls was called for, because three 
days after the editorial appeared, the letters column 
had more on the subject, this time from the public 
relations counsel for the U.S. Savings and Loan League 
in Chicago. 

The PR specialist for the S&Ls declared, “The fact is 
that whenever an insured savings and loan association 
has been in trouble, the FSLIC has always moved in 
promptly to protect savers. As a matter of fact, the 
AMERICAN BANKER on January 21 pointed out that the 


_ FSLIC had, in fact, moved in more promptly in a major 
embezzlement case in 1956 in Virginia than had the. 


FDIC in the recent Sheldon case.” (We've heard from 
bankers throughout the country about that editorial, 
complaining the AMERICAN BANKER failed to tell 
the full story. The editorial has been used in a number 
of S&L ads.) i hen 
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Mr. Barber Tries Again 


At this point Mr. Barber decided it was time for him 
to try again to set the record straight. So on the same 
day that the letter from the PR specialist appeared, he 
wrote the following to the editor of the REGISTER. At 
our press time, the letter had not yet appeared in the 
newspaper and we doubt it ever will, so here it is, in 
full: 

“I am writing in reference to my letter to you of 
January 27, 1961, which you printed in the February 5, 
1961, Sunday REGISTER and to your editorial in last 
week’s Sunday REGISTER entitled ‘Insured Savings are 
Safe.’ In this editorial you stated that my statement 
was misleading and that there is no reason for any dif- 
ference in the length of time taken to pay insured bank 
deposits or insured savings and loan accounts. 

“First, let me state that if you re-read my letter you 
will find that there was no implication or inference 
that share accounts in insured savings and loans are not 
safe. The FDIC and the FSLIC have both done a splen- 
did job and certainly offer a high degree of security to 
depositors and shareholders. 


Not the Payment Basis 


“My point was that it is possible that share- 
holders in savings and loans may well be required 
to wait a very considerable length of time before 
receiving their money. This is simply the truth and 
all one needs do is examine the facts to understand 
it. 

“Obviously, it is not to the liking of savings and 
loan people for the public to realize that in time 
of severe economic stress their money may not be 
available to them for a substantial period of time. 
Just as obviously since this is the case the public 
is entitled to know the truth. 

“Unlike a bank, the inability of a savings and loan 
to repay in full does not form the basis for payment 
by the insuring corporation. The savings and loan may 
require a 30 day period in which to redeem an account. 
This in general is similar to the notice which may be 
required by commercial banks on savings deposits. De- 
mand deposits in a bank, of course, must be paid on 
demand without notice. 

“In the case of the savings and loan, if after 30 days 
the association is unable to pay, they may legally use a 
“Take your turn” system by having requests numbered 
in the order they are received. If a member’s share ex- 
ceeds $1,000 he may be paid $1,000 when his number is 
reached and his name then goes to the bottom of the 
list. When it gets to the top again he is paid another 
$1,000, and so on. There is an exception for accounts of 
less than $200, which provides that they can be paid in 
full regardless of the above described procedures. 

“In addition the savings and loan is not required to 
use all funds available to pay these numerical claims 
but may first pay all expenses, may distribute earnings 
and in addition, may set aside a fund for general cor- 
porate purposes of not more than 20 per cent of the 
association’ s receipts. 


Might Have Little Left 


“It would seem quite apparent that the association 
might well have little left to distribute if the time should 
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arrive when its shareholders lost confidence and wished 
to redeem their shares. /t should be made clear that all 
of the above described procedure can take place before 
the FSLIC is required to pay. 

“These provisions are not well known to savings and 
loan shareholders, and the fact that they are not being 
used presently is less important in times of economic 
stress than the fact that the provision exists in the 
FSLIC and could be used at the time the shareholder 
most wanted his money. 

“The point made by the U.S. Savings and Loan League 
in their February 15, 1961, letter to the editor of course 
applied to what the insuring corporations have done in 
the past and not, in fact, to what could legally be done. 
I agree wholeheartedly that both the FDIC and FSLIC 
have worked conscientiously in the public interest; how- 
ever, the distinction between the two corporations is 
basic and should not be hidden. 

“It appears to me that you have been led down the 
primrose path by the Savings and Loan League. I feel 
that your editorial did a grave injustice to commercial 
banks and was indeed much more misleading than was 
my letter to you. Without question your editorial was of 
no small comfort to the savings and loan people as it 
certainly assists the public to think of banks and savings 
and loans as practically synonymous. 

“There are differences and in fairness to all the public 
should know of these differences. One of the basic dif- 
ferences is in the insuring of deposits and share accounts 
and in the length of time that may elapse before the 
insuring corporation can be called upon to pay. This 
was my point in my original letter to you and I stand 
behind it.” 


Considerable Interest 


We know that Mr. Barber’s original letter in the 
REGISTER and the editorial aroused considerable interest, 
for we’ve received a number of letters from other bank- 
ers who enclosed the clippings and asked, in effect, 
“Say, how about this?” It’s been suggested that we send 
the editor of the REGISTER our February issue with Paul 
Lagomarcino’s article, “FDIC, FSLIC, Superficial Simi- 
larity.” This has been done. 

Commercial banking is in a vital competitive struggle 
with the savings and loan industry and is competing at 
a disadvantage because of the tremendous tax advantage 
now enjoyed by the S&Ls. 

Bills to end the inequitable tax advantage now 
enjoyed by the S&L and mutual savings banks have 
been introduced in Congress. Whether they get off 
the ground, or languish and die, is up to bankers 
themselves. 


Time To Be Counted 


If bankers inform their Representatives and Senators 
how strongly they feel on this issue, the chances for 
passage of tax equality legislation will be enhanced con- 
siderably. If bankers fail to get busy on their type- 
writers, on telephone calls and personal contacts, the 
chances for failure of tax equality will increase. 

Banking needs more men like S. R. Barber of Well- 
man, Iowa, men who are informed, articulate and aggres- 
sive, and who will take the time and trouble to make 
their opinions known. 

“It’s time to stand up and be counted.” END 
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Independent Bankers Launch Attack on Branch 
Banking Bill Now Before Minnesota Legislature 


Threat in Minnesota 


Independent bankers in Minnesota 
are waging an all-out attack on a 
bill now before the state legislature 
that would permit the establishment 
of auxiliary teller offices within 25 
miles of a bank’s principal place of 
business. 

Ben DuBois of Sauk Centre, Min- 
nesota, secretary of The Independent 
Bankers Association, said the bill 
“would weaken the statute that has 
protected independent banks since 
1923.” 

Over 100 top bank executives from 
most of the 87 counties in Minnesota 
mobilized their attack at a meeting 
in St. Cloud on February 16. The 
bill was instigated by the Farmers 
and Mechanics Savings Bank of 
Minneapolis. 

Bankers who attended the meeting 
pledged to contact their legislative 
representatives and express their op- 
position to the bill. 


Forerunner 


Mr. DuBois said the bill would 
probably be the forerunner of legis- 
lation that would “give the giants 
in banking a further opportunity to 
dominate the banking affairs of this 
state. 

“This is dangerous legislation and 
should be opposed vigorously by all 
bankers who believe in our old sys- 
tem of diffused banking; banks that 
are an integral part of their respec- 
tive communities.” 

He said there is no valid demon- 
stration of a need for expansion of 
banking facilities in Minnesota via 
branching. 

“Minnesota now has one bank for 
each 4,900 of population,” he said. 
“The nation’s top branch bank state, 
California, has one banking office for 
each 8,400 of population. The na- 
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tional average is one for each 7,407 
of population. 

“Additional offices would divide 
the banking business up into smaller 
segments and add to the cost of 
banking. Banks, to be of service, 
must have respectable earnings.” 


Small Bank Disadvantage 


Mr. DuBois said competition 
might influence bankers to establish 
an auxiliary teller’s office where it 
wouldn’t be profitable. 

“Presumably,” he said, “the larger 
country banks would be considered 
first in the establishment of these 
offices and this would work to the 
disadvantage of the smaller institu- 
tions.” 





Convention Issue 
of The Independent Banker 
will be the May number 


Watch for It! 





27th annual convention 
Independent Bankers Association 
Washington, D.C. — April 20-22 
Sheraton-Park Hotel 











Another Danger 


He said there is another grave 
danger in the passage of the bill 
that cannot be overlooked. 

“Northwest Bancorporation and 
First Bank Stock Corporation, the two 
giant holding companies whose head 
offices are in Minneapolis, already 
control more than half of the com- 
mercial bank deposits in Minnesota,” 
Mr. DuBois said. “Passage of the 
bill would be of tremendous advan- 
tage to these holding company banks. 

“From strategic locations through- 
out the state, it would be no prob- 
lem for the banks of these holding 
companies to set up a network of 
branches that would give them an 
even tighter stranglehold on com- 
mercial banking in Minnesota.” 

Farmers and Mechanics Savings 
Bank is the only mutual savings 
bank in Minnesota and has assets in 
excess of $336 million. 

“Farmers and Mechanics, like sav- 
ings and loan associations, virtually 
escapes payment of federal income 
taxes,” Mr. DuBois said. 


Just So Much 


He said if the form of branch 
banking proposed in the bill is per- 
mitted, the additional banking outlets 
“will secure most of their business 
from going institutions. There is just 
so much banking business in the 
state and branches will not unearth 
any more. 

“An increase in banking outlets 
will mean that the total banking 
business in Minnesota will be divided 
into smaller parts, with the advan- 
tage of the division going to Farmers 
and Mechanics and all outlets of the 
two giant holding companies.” 

Mr. DuBois said the latest. avail- 
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able population figures show that 
while the number of people in met- 
ropolitan areas is increasing, 35 of 
the rural counties showed a decrease 
in 1960, compared to 1950. 

“Banking needs in the metropoli- 
tan areas already are being adequate- 
ly met,” he said. “In the face of the 
decline of population in the rural 
areas, how can anyone make a valid 
contention that more banks are 
needed in our rural communities?” 


Trigger Scramble 


Mr. DuBois proposed another con- 
sideration: 

“Suppose two banks of about equal 
size, each doing approximately the 
same amount of business in a nearby 
bankless community, each applied for 
permission to set up a branch in 
that community. How would the 
supervisory authority decide which 
bank should get the branch? 

“Enactment of any branching bill 
would trigger a scramble among 
banks for new outlets, with the ad- 
vantage once again going to the 
larger institutions.” END 





MINNESOTA INDEPENDENTS met in St. Cloud recently to 
mobilize their forces against a branch banking proposal now 
before the legislature. Elmer Erickson (far right, standing), 
president of the Cambridge State Bank, Cambridge, Minnesota, 
was one of those who spoke from the floor. At the speakers table 
are, from left, L. J. Metcalf, chairman, president and cashier, 
Farmers State Bank of Hope; J. J. Sterner, chairman and pres- 
ident, Citizens State Bank of Winsted; Ben DuBois, Sauk Cen- 
tre, national secretary of The Independent Bankers Associa- 
tion; D. Fay Case, chairman of the Minnesota Division of The 
Independent Bankers Association and president of the Security 
State Bank of Cannon Falls; A. W. Hoese, national treasurer 
of the IBA and president of the Security State Bank of Glen- 
coe; E. O. Lund, president, State Bank of Bricelyn and Gordon 


C. Donnelly, cashier, State Bank of Wheaton. 


Branching Bill Killed In W. Va. 


WVBA voices opposition at state Senate hearing 


A bill that would permit branch bank- 
ing in West Virginia has apparently 
been killed following hearings in 
which representatives of the West 
Virginia Bankers Association voiced 
opposition before state Senators. 


Postponed 


The Senate Committee on Banks 
and Corporations postponed action 
on the bill indefinitely following the 
hearings. A companion measure had 
been previously tabled by a House 
committee. 

A spokesman for the WVBA said 
indefinite postponement by commit- 
tees of both houses means the bill is 
dead for this session of the legisla- 
ture. 

Representatives 


The Association is also opposing an 
escheat measure which would set 
seven years as the period after which 
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the state would lay claim to aban- 
doned assets. 

Representing the WVBA in oppos- 
ing the branch banking and escheat 
measures were WVBA Counsel John 
C. Morrison; V. H. Lloyd, chairman 
of the Association’s Committee on 
Legislation and president, Bank of 
West Virginia, Charleston; George 
Ward, vice president and trust officer, 
Charleston National Bank and a for- 
mer State Banking Commissioner and 
John A. Giles, Jr., cashier, Buffalo 
Bank, Buffalo. 

They stated in their testimony that 





"STRONG FRIEND OF THE “4 
INDEPENDENT BANKER" een 


the best interests of the people are 
served by an independent banking 
system and that even limited branch 
banking would lead to monopoly. 


No Escheat Law 


The state has no escheat law as 
such, but under an existing regulation 
the state can file suit for recovery of 
what it believes to be abandoned 
funds or other assets. 

Under the present regulation, there 
is no specified period governing when 
the state may take such action. 

END 
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What's in 
the Hopper? 


here’s a run-down 

on bills before Congress 
that are of special 
interest to bankers 


BY PAUL D. LAGOMARCINO 
Member, District of Columbia Bar 
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Fi would be completely accurate to describe the last 
several weeks here in Washington as the “shakedown” 
period of the Kennedy administration. Cabinet members 
have been appointed. Sub-cabinet officers have been 
named and hearings held in connection with confirma- 
tion of these appointments. At this writing, Presidential 
messages with specific legislative proposals are begin- 
ning to move from the White House to Capitol Hill. 

Although the fight over the membership of the Rules 
Committee of the House has over-shadowed its other 
activities, the opening of the new 87th Congress has seen 
a great welter of behind-the-scenes activity—mostly 
groundwork for the work of Congress. 

Between January 3 and January 31, a total of 5,057 
measures were introduced. In that period, Congress man- 
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aged to fill up 5,134 pages of proceedings and 6,037 
pages of appendix in the Congressional Record during 
the total of approximately 91 hours that the House and 
Senate were in session. 


Measures Affecting Banks 


Some of these measures directly affect the commercial 
banks—either through regulation or taxation, and ac- 
cordingly are matters of interest to the banking industry 
generally. Here they are: 

H.R. 2899 and H.R. 2900 are the Harrison-Curtis “tax 
equality” bills and are identical measures. H.R. 2899 
was introduced by Representative Burr Harrison, Demo- 
crat of Virginia, and H.R. 2900 was introduced by Rep- 
resentative Thomas B. Curtis, Republican of Missouri. 
Both Representatives are members of the Ways and 
Means Committee of the House, and both measures have 
been referred to that committee for study. 

What does H.R. 2899 do? First, it repeals Section 593 
of the Internal Revenue Code, which provides for a re- 
serve for bad debts for savings and loan associations 
and mutual savings banks up to 12 per cent of share 
accounts or deposits. This section has permitted mutual 
institutions to divert their earnings to bad debt reserves 
and thereby escape federal income taxation. Second, H.R. 
2899 provides that these institutions instead shall be al- 
lowed an annual “reasonable addition to a reserve for 
bad debts under Section 166(c)” of the Internal Revenue 
Code. 


Formula For Mutuals 


This section® is presently applicable to commercial 
banks, and the reserve for bad debts of commercial 
banks is established by a formula set by the Secretary 
of the Treasury pursuant to it. If H.R. 2899 becomes 
law, the Secretary of the Treasury would also be em- 
powered to establish a formula for the bad debt re- 
serves of the mutual institutions. This authority in the 
Secretary would be limited only by the requirement in 
H.R. 2899 that the Secretary “take into account the total 
net transfers which have previously been made under 
Section 166(c) of the Code,” or in other words, make 
reference to the bad debt experience of commercial bank- 
ing institutions. 

This requirement does not mean that the Secretary 
must apply the commercial banking formula to the mu- 
tual institutions. The Secretary may establish any for- 
mula he believes desirable. Taking a factor “into ac- 
count” does not mean the factor has to be controlling 
nor does it impose any real limitation on the Secretary 
as a practical matter. 

H.R. 2899 does not affect the allowable bad debt re- 


serves of commercial banks in any way. 
Comparison 


How does H.R. 2899 compare with the Mason “tax- 
equality” Bill before the last Congress? The answer is 
that it differs very greatly. First, the Mason Bill tied in 
the allowable reserve for bad debts with risk assets by 
providing for a bad debt reserve of up to 5 per cent of 
eligible loans, and the term “eligible loans” excluded 
all loans guaranteed by the federal government, one of 
its agencies, or a corporation controlled by it. Second, 
the Mason Bill provided that mutual institutions might 
not deduct interest or dividend payments in an amount 


March 1961 


greater than the average annual percentage paid or cred- 
ited to the holders of deposits or withdrawable accounts 
during the preceding ten calendar years. H.R. 2899 con- 
tains no limitation, either directly or indirectly, on the 
freedom of the mutual institution to pay whatever in- 
terest or dividend it chooses. 

Not surprisingly, the savings and loan industry vigor- 
ously attacked H.R. 2899 following its introduction. 
Association officials charged that their deduction of in- 
terest and dividend payments would be limited, the de- 
duction for bad debt reserves would be reduced, and 
the deduction for bad debt reserves by commercial banks 
would be increased. None of these charges is true. The 
bill only eliminates the 12 per cent reserve provision of 
the mutual institutions and places the establishment of 
a new formula with the Secretary of the Treasury. 


Federal Mutual Bills 


H.R. 825 and H.R. 2571 are the federal mutual savings 
bank bills. H.R. 825 was introduced by Representative 
Abraham J. Multer of New York, the third ranking 
Democratic member of the House Banking and Currency 
Committee. An identical measure, H.R. 2571, was intro- 
duced by Representative Albert Rains, Democrat from 
Alabama and also a member of the Banking and Cur- 
rency Committee to which the bill was referred. 

Several years ago, Representative Multer introduced a 
bill to charter mutual savings banks federally, at that 
time under authority placed in the Comptroller of the 
Currency. Later, he introduced a similar measure, but 
placed the authority to charter with the Federal Home 
Loan Bank Board. 

Early in July, 1960, a measure identical to H.R. 825 
was introduced on a bi-partisan basis in both the Senate 
and House of the 86th Congress. It was stated that this 
measure, H.R. 12913, was introduced at that time to 
provide the immediate opportunity for study and evalua- 
tion by the succeeding 87th Congress. No hearing on the 
measure was contemplated at the time of its introduction. 


Would Create Commission 


H.R. 825, which has received the support of the Na- 
tional Association of Mutual Savings Banks, would create 
a Federal Mutual Savings Bank Commission with three 
members serving six-year staggered terms to be appoint- 
ed by the President and confirmed by the Senate. The 
bill would empower the new commission to charter sav- 
ings banks under federal law. The federal savings banks 
would be mutual in form of organization and FDIC in- 
surance would be required. 

The new banks would be managed by a board of 
trustees who would serve without compensation. The 
trustees would be permitted to invest in mortgages, 
government and state obligations, and corporate securi- 
ties, but the commission would be authorized to expand 
this authority. 

Under H.R. 825, both federal and state savings and 
loan associations would be permitted to convert to fed- 
eral mutual savings banks. The bill also provides for 
mergers and consolidations with other federal savings 
banks or with state chartered savings banks. A federal 
savings bank could establish branches to the same ex- 
tent as that of a state chartered financial institution ac- 
cepting share accounts or deposits in the particular state. 

According to the declaration of policy in the bill, it 
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would increase “the total flow of voluntary savings in 
the economy” and thereby “help finance new housing 
and other capital formation on a sustainable non-in- 
flationary basis.” 


Public Hearings 


H.R. 821 provides for public hearings on bank char- 
ters. This measure also was introduced by Representa- 
tive Multer of New York and was referred to the Com- 
mittee on Banking and Currency. The bill would amend 
the Federal Deposit Insurance Act to provide for the 
holding of public hearings in connection with the issu- 
ance of certain certificates by the FDIC. The bill requires 
a public hearing upon the request of any “interested 
party” in a proceeding relating to the establishment of a 
new national member bank, the admission to federal 
deposit insurance of a state non-member bank, the ad- 
mission of a state bank to membership in the Federal 
Reserve System, and for the establishment of a branch 
office by any insured bank. The “interested party” who 
could request the hearing includes the applicant bank, 
an objecting bank or any of its depositors or share- 
holders, a state officer or agency with jurisdiction over 
financial institutions, and “any individual appearing in 
the public interest.” 

The bill would require notice of hearing, an open pub- 
lic hearing of which a transcript would be made, and 
a statement of facts and findings prepared whenever an 
application was denied. An appeal could be taken to the 
U.S. Court of Appeals for the District of Columbia 
Circuit. 

Stock Options 


H.R. 808 deals with options on stock held by directors 
of national banks. This bill also was introduced by Rep- 
resentative Multer and was referred to the House Bank- 
ing and Currency Committee. It is a measure The Inde- 
pendent Bankers Association has long advocated. Under 





























“Give the man a check, Emil.” 
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present federal law, a director of a federally chartered 
bank must hold shares of stock with a par value of over 
$1,000 in the bank of which he is a director. H.R. 808 
provides, however, that the director would not be con- 
sidered as the owner of the stock “if anyone holds an 
option to buy such stock” or if any agreement exists 
which in any way restricts the director’s right to vote 
or dispose of his stock. H.R. 808 also would require 
that at least two-thirds of the outstanding shares of a 
national bank be owned by a “natural person” in his 
own right. 


Prior Approval 


H.R. 1045 was introduced by Representative Multer 
and referred to the Committee on Banking and Cur- 
rency. It would require prior approval of the Federal 
Deposit Insurance Corporation before an insured bank 
might establish a branch or before a state non-member 
insured bank (except a district bank) might move its 
main office or a branch from one location to another. 


Holding Company Expansion 


H.R. 1745 would control future expansion of bank 
holding companies. This bill was introduced by Repre- 
sentative Emanuel Celler, Democrat of New York and 
chairman of the House Judiciary Committee. It was re- 
ferred to the Committee on Banking and Currency. It 
amends the Bank Holding Company Act of 1956 by 
prohibiting a bank holding company or one of its sub- 
sidiaries from acquiring any interest in any additional 
bank located outside the state in which the holding com- 
pany or subsidiary maintains its principal office and also 
by prohibiting any such acquisition within the state. The 
prohibition would not apply if the bank is located 
“within geographic limitations that would apply to the 
establishment of branches of banks under the statute 
law of such state” or unless the particular acquisition is 
specifically and affirmatively authorized by state law. 


Would Prohibit Approval 
H.R. 1044, introduced by Mr. Multer and referred to 


the House Committee on Banking and Currency, would 
prohibit approval by the Federal Reserve Board of bank 
holding company operations unauthorized by state law 
or disapproved by state authorities. 

H.R. 1049, introduced by Mr. Multer and referred to 
the Committee on Banking and Currency, provides that 
the list of shareholders of national banks shall be avail- 
able for inspection by committees of Congress, by off- 
cers authorized to assess taxes under state or federal 
authority, and by the Comptroller of the Currency upon 
the request of and on behalf of any stockholder of a 
national bank who advises him that such a list has been 
refused the stockholder. 


Keep Informed 

Other bills will be introduced in the new Congress in 
the coming months which will affect banking. Only by 
keeping informed of these measures as they are intro- 
duced and being kept advised of all developments after 
they have been introduced can bankers throughout the 
country ably present their viewpoint to their Representa- 

tives and Senators in Washington. 
END 
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Survey Shows Bankers 
& Favor Short-term Bills 


Because of adverse experiences in the 
past with long-term government ob- 
ligations, a majority of independent 
bankers are favoring the short-term 
bills. 

This was one of the findings in a 
survey conducted recently by the Gov- 
ernment Fiscal Policy Committee of 
The Independent Bankers Association. 

The survey results were presented 
to Treasury Department officials by 
O. K. Johnson, chairman of the IBA’s 
Government Fiscal Policy Committee 
and Ben DuBois, IBA secretary. Hear- 
ing this grass roots viewpoint of 
American bankers were J. Dewey 
Daane, W. T. Heffelfinger and R. 
Duane Saunders of the Treasury De- 
partment. 

Sixty-nine per cent of the bankers 
surveyed said their maturity schedule 
of U. S. Government accounts is 
shorter than a year ago. About 23 
per cent said they have a longer 
schedule and 8 per cent registered no 
change. 


Bankers who said their maturity 
schedule is shorter were asked to re- 
spond to four questions covering pos- 
sible reasons for this policy. The 
questions and responses were as fol- 
lows: 

1. A need for greater liquidity in 
governments due to higher average 
loan levels? Of those answering, 67 
per cent said “yes” and 33 percent 
said “no.” 

2. A reluctance to purchase any but 
shorter governments due to experi- 
ence with sharp market fluctuations? 
Of those answering, 87 per cent said 
“yes” and 13 per cent said “no.” 

3. Any increasing use of tax 
exempt municipals for longer term 
investments and thus the concentra- 
tion of governments in shorter ma- 
turities for liquidity reasons? Of 
those answering, 75 per cent said 
“yes” and 25 per cent said “no.” 

4. Tax advantage? Of those an- 
swering, 71 per cent said “yes” and 
29 per cent said “no.” 

Of the bankers with a longer ma- 
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turity schedule than a year ago, the 
following answers were given to the 
questions posed: 

1. Revision in investment policy? 
Of those answering, 82 per cent said 
“yes” and 18 per cent said “no.” 

2. To average out maturity sched- 
ule? Of those answering, 89 per cent 
said “yes” and 11 per cent said “no.” 


Next Six Months 


The bankers were also asked if they 
expect to increase their government 
holdings over the next six months. 
About 39 per cent said “yes,” 32 per 
cent said “decrease” and 29 per cent 
said they anticipated no change. 

A majority of the bankers who an- 
ticipate an increase said these hold- 
ings will be in the 1- to 3-year and 
4- to 5-year categories. 

Attitudes toward interest rates were 
also revealed by the survey. Asked 
what rates on various maturities 
would interest them in either new is- 
sues or re-investment in U. S. obliga- 
tions, the bankers suggested approxi- 
mate rates averaged as follows: 

1. Maturities 1 to 3 years—3.044 
per cent. 

2. Maturities 4 to 5 years—3.518 
per cent. 

3. Maturities over 5 years—3.917 
per cent. 

Asked if they would be willing over 
the next year to extend some of their 
late 1961 or 1962 maturities out into 
the 5 to 10 years area on an advance 
refunding basis, 40 per cent of the 
bankers said “yes,” 50 per cent said 
“no” and 10 per cent said “depends 
on the interest rates.” 


Other Responses 


Here are some of the other re- 
sponses to the survey: 

1. If the Treasury deems it neces- 
sary to use a cash exchange offering 
rather than a routine “rights” ex- 
change, would this have any effect on 
your investment policy, as for ex- 
ample, lessening your interest in par- 
ticipation in Treasury refunding op- 
erations? “Yes,” 36 per cent; “no,” 
64 per cent. 





2. Would increased operations by 
the Federal Reserve in other than 
short term securities have any im- 
pact on your investment decisions? If 
so, would: 

A, Federal Reserve operations in 

the area out of 15 months cause 

you to have more or less confidence 
in the current market level? “More 
confidence,” 54 per cent; “less con- 

fidence,” 32 per cent; “no,” 10 

per cent. The remainder said “no 

change,” “neither” or “Fed activity 
should be limited.” 

B. If the Federal Reserve should 

move out beyond 15 months in its 

operations, would you have greater 
or less confidence in the level of the 
market as a result of this particular 

Federal Reserve move? “Greater 

confidence,” 56 per cent; “less con- 

fidence,” 35 per cent; “no,” 9 per 
cent. 

3. What in your opinion will be 
the demand for E and H bonds for 
1961? “Higher,” 10 per cent; 
“steady,” 69 per cent; “lower,” 21 
per cent. 


Outlook 


4. Outlook for loan demands in your 
bank by mid-year 1961: “Higher,” 
26 per cent; “steady,” 71 per cent; 
“lower,” 3 per cent. Demand for 
mortgage money: “Higher,” 30 per 
cent; “steady,” 60 per cent; “lower,” 
10 per cent. Mortgage interest rates: 
“Higher,” 3 per cent; “steady,” 84 
per cent; “lower,” 13 per cent. 

5. What will be the trend of bank 
deposits in your area? First half of 
1961: “Higher,” 16 per cent; 
“steady,” 42 per cent; “lower,” 42 
per cent. Second half of 1961: “High- 
er,” 43 per cent; “steady,” 47 per 
cent; “lower,” 10 per cent. END 
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Beyond 


Now that the new Congress is 
formed, the fight for tax equality 
willggnce more come to the fore. 
deral legislation to achieve 











order to present @ 
of the existing pie 
criminations giv 
tions over the co 
banks. 

The great wea 
mation and substantiated evidence 
proves beyond dispute that the tax 
favoritism given the mutual institu- 
tions in the federal income tax law 
has no justification whatever. These 
facts must be told to the chairman 
and members of the House Ways 
and Means Committee. It is also the 
responsibility of every banker 
throughout the entire country to 
bring these facts to the attention of 
his own Representative and Senator. 


No Longer Weak 


What are these facts? First of all, 
the savings and loan association is 
no longer a weak, small institution 
deserving of the solicitous care of 
the federal government. Data for 
1959 show that the average savings 
and loan association is actually big- 
ger than the commercial banks with 
which- they compete in 22 states out 
of 50.* 





*Alabama, Arkansas, California, Florida, 
Georgia, Iowa, Kansas, Kentucky, Michi- 
gan, Minnesota, Mississippi, Missouri, Mon- 
tana, Nebraska, New Hampshire, North 
Dakota, Oklahoma, South Carolina, South 
Dakota, Tennessee, Virginia and Wisconsin 
contain savings. and loan associations 
whose average size is larger than com- 
mercial banks with which these loan as- 
sociations compete. 
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In some states the disparity in av- 
erage size is striking. In Minnesota, 
for example, the average resources 
of commercial banks is $6.5 million, 
whereas the average resources of 
loan associations is $22.7 million. In 
North Dakota, the average commer- 
cial bank has resources of $4.6 mil- 
lion and the loan association has 
average resources of $14.3 million. 

In Oklahoma, the average commer- 


and the savings and loan association 
has $11.9 million. In Florida, the 
average commercial bank has re 
sources of $17.5 million and the sav- 
ings and loan association has $26.6 
million. These are not the only ex- 
amples of this size differential. 


cial bank has assets of $7.2 ian / 





National Patterns 


At the national level the average 
commercial bank still has resources 
greater than those of the average 
savings and loan association—$18.1 
million as against $13.4 million. 
However, if past and present growth 
patterns persist, the average loan as- 
sociation nationally will have assets 
in excess of the assets of the average 
commercial bank by the end of 1962. 

How does the income of the sav- 
ings and loan association compare 
with that of the commercial bank? 
For a number of reasons—low li- 
quidity ratios of the associations, 
high yield, long-term conventional 
mortgages, minimum reserve require- 
ments, and low operating expenses 













Figures Reveal 
Injustice of 
Tax Favoritism 


to gross income ratios—the savings 
and loan associations in all states, 
SWegpt five, earn a greater gross in- 
asa percentage of resources 


i@ions may a Rally be 30 
inged following bfc adi ) 








tions are Delaware, Renchianetts, aed 
Rhode Island and Vermont. 


MR. BANKER—The brochure | 
$ on the opposite page has been 
especially prepared so that it 
can be removed from this 
magazine and used personally | 
by you in your campaign 

for tax equality. We sug- 

gest-that you detach it 

and keep it handy for refer-: 
sence in writing to your Con- 
gressman and in showing your 
customers the need for tax | 


equality legislation. 
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COMME RCIAL BANKS' 


(In thousands of dollars) 
uted will not necessarily add to TOTALS because of rounding) 
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No. Resource Gross Gross Inc. Wet Income % of Taxes 
of Total = Average = Growth Operating asa % Setere — Pateral To Divid 
Banks Resources Size 158-'59 Income of Resources Taxes Taxes Net Income Paid 7 
237 ~=.2, 163,000 9,127 7.0% 90, 462 4.2% 20,656 6,317 30.6% 6, 062 
13 169,737 13,057 7.4 9, 200 5.4 1,727 567 32.8 318 
8 1,198,840 149,855 13.7 61,411 5.1 12,958 3,883 29.6 4, 055 ‘ 
231 1,283,550 5,556 8.3 49,697 3.9 11,867 3,080 26.0 3,521 ; 
110 25,306,610 230,060 6.8 1, 137, 033 4.5 272,326 101,575 37.3 90, 222 9, ( 
160 2,033,676 12,710 6.9 89, 311 4.4 22,556 11,139 49.4 5,537 ‘ 
63 2,495,022 39,604 1.1 114, 031 4.6 21,596 5,705 26.4 9,523 ‘ 
19 713,812 37,569 -0.06 33, 380 4.7 11,756 5,205 44.3 4, 080 
12 1,620,978 135,082 2.4 63, 484 3.9 18,186 9,008 49.5 5, 129 1,1 
288 5,039,261 17,497 9.8 207, 755 4.1 42,728 15,230 35.6 9,703 | 2,§ 
357 3,024,611 8,472 6.9 139, 618 4.6 24,911 9,166 36.8 9, 622 9 
6 372,674 62,112 327.0 28,474 7.7 7,729 3,053 39.5 1, 667 1 
32 680,593 21, 269 6.6 31, 227 4.6 3,956 1,529 38.7 1,956 1 
949 18,199,051 19,177 2.1 "656, 158 3.6 156,157 56,639 36.3 45,092 | 6,0 
443 4,916,912 11,099 3.9 190, 346 3.9 42,509 17,318 40.8 10,409 | 1,6 
632 3,283,712 5,196 3.9 131, 282 4.0 31,673 11,514 36.3 8, 243 6 
585 2,430,927 4,155 6.0 96, 208 4.0 26,437 8, 308 31.4 5, 898 7 
348 2,422,270 6,961 4.0 91, 684 3.8 26,229 9,596 36.6 6, 797 7 
186 3,087,008 16,597 3.4 118, 528 3.9 29,194 9,583 32.8 6, 378 . 
48 665,475 13,864 4.8 30, 846 4.6 6,113 2,113 34.6 2, 065 | 
139 2,383,883 17,150 2.6 93, 429 3.9 20,493 7,873 38.4 
163 5,747,930 35,263 2.1 256, 914 4.5 74,957 25,937 34.6 
381 9,037,197 23,720 3.3 375, 089 4.2 83,412 26,778 32.1 
677 4,412,789 6,518 4.0 189,901 4.3 46,167 16,197 35.1 
191 1,354,441 7,091 9.8 56, 255 4.2 10,726 2,828 26.4 
607 6,367,808 10,491 2.6 232, 458 5.7 67,86% 23,112 34.1 
115 861,556 7,492 4.8 37,998 4.4 9,442 3,400 36.0 
388 1,740,884 4,487 5.6 66, 677 3.8 19,906 7,821 37.3 
7 423,548 60,507 12.2 19, 728 4.7 3,798 1,183 31.1 
71 410,072 5,776 11.2 18,477 4.5 3,327 1,352 40.6 
255 7,908,294 28,856 5.4 298, 181 4.1 53,588 12,622 23.6 
52 723,666 13,917 9.0 $2,113 4.4 7,487 3,092 41.3 
403 46,902,039 116,382 2.9 1, 826, 988 3.9 499,396 176,529 35.3 
191 2,962,782 15,512 6.6 129, 667 4.4 31,377 10,416 33.2 
153 699,202 4,577 7.4 31, 033 4.4 8,467 2,758 32.5 
587 11,779,742 20,068 3.8 466, 250 4.0 115,988 38,575 33.3 
382 2,757,663 7,219 3.8 109, 524 4.0 32,261 11,193 34.7 
51 2,145,947 42,077 5.9 91, 000 4.2 20,077 6,688 33.3 
710 15,270,969 21,508 2.4 626, 039 4.1 188,496 45,400 30.6 
~ 925,028 115,629 2.8 43, 885 4.7 7,823 1,778 22.7 
138 1,059,021 7,674 7.6 46, 404 4.4 13,183 5,128 38.9 
173 786,211 4,545 9.4 34, 612 4.4 9,403 3,196 34.0 
290 3,350,913 11,555 6.7 134, 149 4.0 31,895 10,552 33.1 
967 12,389,964 12,813 5.7 473, 847 3.8 129,392 53,021 41.0 
46 997,636 21,688 6.8 45,513 4.6 8,711 2,921 33.5 
56 425,814 7,604 10.1 19, 690 4.6 3,395 915 27.0 
309 3,435,990 11,120 4.8 146, 732 4.3 33,207 10,270 30.9 
85 2,910,742 34,244 5.5 131, 411 4.5 30,259 12,055 39.8 
181 1,367,648 7,556 3.5 54, 407 4.0 16,218 7,213 44.5 
550 4,704,818 8,554 5.2 174, 319 3.7 31,701 9,351 29.5 
53 427,942 8,074 6.8 17, 414 4.1 4,976 2,072 41.6 
13,106 237,229,858 18,101 4.0% 9,650,237 4.1% 2,368,650 832,337 35.1% 









SAVINGS AND LOAN ASSOCIATIONS' 


In thousands of dollars 


( ) 
(Detail will not necessarily add to TOTALS because of rounding) 
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Resource Gross Gross Inc. Wet Income % of Number of 
id ceemerens — Growth Operating asa % Before Federal Taxes To — Savings & 
'58-'59 Income of Resources Taxes Taxes Net Income Loan Assn's © 

062 402,683 10,883 21.2% 21, 053 5.2% 15,897 98 0.62% 12, 065 37 
318 12,102 4,034 28.0 794 6.6 508 None = None 314 3 
055 241,529 30,181 28.5 13,131 5.4 8,731 150.17 6, 267 8 
521 268,954 5,847 13.7 13, 340 5.0 10,520 179.16 7, 772 46 
222 | 9,088,436 38,348 25.4 520, 802 5.7 395,178 861,421 0,36 272,178 237 
537 731,326 13,799 14.2 39, 053 5.3 28,608 127 0.44 21,616 53 
523 641,386 15,271 9.9 29,779 4.6 21,143 7 0.03 17, 021 42 
080 29,659 3,707 15.9 1, 374 4.6 1,068 None None 864 8 
129 1,133,950 47,248 16.1 51, 645 4.6 39,525 None None 33,544 24 
703 | 2,821,296 26,616 20.9 147, 826 5.2 111,320 8 0.007 81, 288 106 
622 | 972,125 10,923 12.0 51, 025 5.2 38,387 22. ~—-:0.06 29, 180 89 
667 115,774 16,539 16.5 6, 310 5.5 4,716 36 0=— «O76 3,376 7 
956 147,372 16,375 21.0 7,143 4.8 5,696 16 0.28 4,423 9 
092 | 6,008,310 13,234 15.9 296, 343 4.9 216,359 113 (0.05 166, 343 454 
409 | 1,617,425 9,571 12.2 78, 405 4.8 56,663 99 0.17 44, 250 169 
243 681,562 8,520 13.4 32, 828 4.8 25, 021 1 0.004 18, 833 80 
898 727,095 7,496 14.2 35, 698 4.9 26,838 88 0.32 20, 890 97 
797 704,526 8,488 12.7 34, 826 4.9 27,27% 38 = 0.12 21,501 83 
378 854,586 10,054 15.4 43, 278 5.1 34,673 1730.50 26, 738 85 
065 6,98 63.77 13:3 4, 228 4.7 3,104 68 = 2.06 2,627 24 
501 § 1,238,728 14,924 12.8 59, 776 4.8 47,268 8 0.02 38, 307 83 
1gml,686 11,004 8.4 81,580 4.3 61,808 107 0.17 51,516 171 
,402 24,439 14.6 78,577 4.8 58,051 50 = 0.09 42,517 67 
1,480 22,784 14.7 63, 635 4.8 49,967 1 0.002 38, 304 58 
248,998 7,545 15.7 12, 582 5.1 10,069 5 0.05 7,693 33 
86. | 1,552,121 12,619 17.6 78, 640 5.1 59,279 33 00.06 45, 281 123 
365 117,933 8,424 15.4 5, 753 4.9 4,386 None None 3, 372 14 
23 333,496 8,551 13.2 15,870 4.8 12,108 26 «(0.21 8,966 39 
700 46,376 15,459 24.0 2,543 5.5 2,084 49 0-235 1, 366 3 
70 145,016 7,251 10.4 6, 764 4.7 4,955 1 0.02 4, 069 20 
14.| 2,409,022 10,251 13.6 109,177 4.5 84,711 9 0.01 65, 288 235 
536 151,339 8,408 13.4 7, 846 5.2 6,259 4% 0.06 4, 786 18 
80 | 4,266,528 20,914 11.6 195,975 4.6 146 , 286 291 0.19 114, 229 204 
77 | +*1,175,653 7,348 15.7 57,581 4.9 44,875 20 0.04 34, 360 160 
358 171,591 14,299 15.8 8, 362 4.9 6,088 None None 4, 383 12 
5,609,003 12,088 10.7 275, 031 4.9 199,559 1,677 0.84 160, 494 464 
640,996 11,870 16.0 31, 360 4.9 23,980 1% 0.06 19, 502 54 
400,757 16,698 14.3 20, 245 5.1 13,689 * None 10, 423 24 
3,174,685 6,684 12.6 150, 161 4.7 112,186 110 0.09 84, 744 475 
247,134 27,459 7.3 11, 243 4.5 8,142 6 0.07 7, 055 9 
573,160 8,188 13.3 28,170 4.9 21,812 11 0.05 16,311 70 
71,847 5,527 20.4 3, 356 4.7 2,527 1 0.04 1,930 13 
643,480 13,132 14.0 32,137 5.0 24,400 Tt: Q.08 18,531 49 
2,144,639 9,838 20.0 105, 797 4.9 81,936 365 0.45 63, 588 218 
304,310 20,287 15.6 16, 214 5.3 11,121 31 0.28 8, 239 15 
42,671 5,334 9.9 1,938 4.5 1,413 + None 1,187 8 
588,095 11,762 12.5 28,938 4.9 21,833 137 0.63 16,571 50 
1,152,593 19,535 12.8 57, 028 4.9 42,649 10 0.02 32,973 59 
,747 6,258 9.2 9, 656 5.1 7,057 18 0.26 5, 266 30 
693 11,109 13.4 77, 262 4.8 63,669 12 0.02 48, 405 144 
,280 7,364 16.6 3, 163 4.8 2,510 1 0.04 1,893 4 
61,434,927 13,379 15.6% 3,065,241 5.0% 2,307,854 5,344 0.24% 1,752,639 4, 592 
























































































CS h 2 Di Savings & Loan Associations 
A rapnic icture and Mutual Savings Banks 
Net Income 
Operating results of Insured Commercial Banks $3, 386, 799, 000 id 
compared to the combined operating results of 
Savings and Loan Associations and Mutual 
Savings Banks during 1959. Commercial Banks 
Net Income 
$2, 368, 650, 000 Savings & Loan 
$1, 752, 639, 000 
Mutual Savings 
$897, 469, 000 
Insured Commercial Banks pay 50 TIMES the DIVIDENDS eg gma 
Income Taxes paid by Savings and Loan Asso- $2, 650, 108, 000 
ciations and Mutual Savings Banks. Mutual Savings 
$11, 172, 000 
Dividends 
$775, 230, 000 FEDERAL 
FEDERAL INCOME TAXES PAID a 
BY SELECTED FINANCIAL IN- ($16, 516, 000 
STITUTIONS 1952-59 
(Thousands of Dollars) 
1, 200, 000 
AVERAGE SIZE “SAVINGS ACCT.” 
1, 100, 000 
BY FINANCIAL INSTITUTIONS — 1959 } 
1, 000, 000 ; 
900, 000 es 
800, 000 pit 
700, 000 wri 
600, 000 1500 ‘ae 
500, 000 1300 -_ 
10, 000 wee 
5, 000 1000 _—_ 
23385 8 8 - aa 
as 22 8 2 2 2 2 a 
Insured Commercial Banks! Total = 6, 778, 549, 000 - aaa 
@ Member S & L Associations” Total = 39, 239, 000 200 area 
@ insured Mutual Savings Banks? Total = 10, 688, 000 rai nieces 











1) Includes Commercial Banks holding 99.2% of All Commercial Bank Assets 


2) Includes & & L Assoc. holding 96.9% of All S & L Assets 


3) Includes Mutual Savings Banks holding 81.5% of All Mutual Saving Bank 


Assets 





Compiled by Committee on Savings & Loan Associations, 


Independent Bankers Association 





@ Commercial Banks 
@ Savings and Loan Associations 
Mutual Savings Banks 
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(Cont’d. from page 18—“Beyond Dispute”) 
per cent higher than the earning ex- 
perience of the commercial bank in 
the same state. 

In Illinois, for example, the gross 
income in commercial banks is 3.6 
per cent of resources, whereas that 
of the loan association is 4.9 per 
cent, or a difference of 1.3 per cent. 
A 1.3 per cent spread between these 
two types of institutions also exists 
in the state of Missouri. A 1.2 per 
cent spread exists in California and 
Louisiana and a 1.1 per cent spread 
exists in Arkansas, Texas, Wiscon- 
sin and West Virginia. On a national 
basis, commercial bank gross income 
averages 4,1 per cent of resources, 
whereas the savings and loan asso- 
ciation gross income average is 5 per 
cent of resources, or an amount 
greater by almost 25 per cent. 

The great bulk of loan association 
mortgages are conventional, high 
yield mortgages. This fact is reflect- 
ed in the preceeding data, showing the 
income of these institutions as a per 
cent of resources. This high interest 
earnings rate, together with charges 
added for appraisals, legal fees, clos- 
ing costs (all generally in excess of 
similar charges by commercial 
banks) would seem to rebut con- 
clusively the oft-repeated assertions 
by the loan associations that they 
are the champion and benefactor of 
the small home buyer. 

All of the foregoing data indicate 
that the loan associations earn a 
greater return on their resources 
than commercial banks and also that 
on an average in almost half of the 
states they are larger than commer- 
cial banks. Does this mean that these 
associations, as a group, pay a higher 
dollar tax, or a higher effective tax- 
rate than Commercial Banks? No! 

Under the existing federal income 
tax law, mutual type institutions— 
savings banks and savings and loan 
associations—are freed from the 
payment of federal income tax until 
their reserves exceed 12 per cent of 
deposits or share accounts (credit 
unions are completely exempt). 


Flagrant Example 


On a national basis, data for the 
year 1959 show that commercial 
banks paid $832.3 million in federal 
income tax on net income before 
taxes of $2.4 billion, or an effective 
income tax rate of 35.1 per cent. In 
contrast, savings and loan associa- 
tions paid only $5.3 million on net 
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income before taxes of $2.3 billion, 
or at a rate of 0.24 per cent.* 

A study of federal income tax paid 
on a state wide basis points up even 
more clearly the inequality existing 
in the present tax law in the taxa- 
tion of these competing forms of 
financial institutions. Perhaps the 
most flagrant example is the District 
of Columbia. Commercial banks in 
the District of Columbia pay a high- 
er percentage of taxes to net income 
than commercial banks in any other 
jurisdiction—49.5 per cent. These 
commercial banks have total re- 
sources of $1.6 billion and in the 
year 1959 paid $9 million in federal 
income tax. In contrast, loan asso- 
ciations in the District of Columbia 
have total resources of $1.13 billion 
and had net income before taxes of 
$39.5 million. These loan associa- 
tions in the year 1959 paid no in- 
come tax whatever on this income. 

This is not the only case where 
savings and loan associations pay no 
tax, or very little tax. Consider the 
data in the chart at the bottom of this 
page. 

The great difference in the applica- 





*The term “net income before taxes” as 
here used, does not include a deduction 
for dividends paid share holders by loan 
associations, nor does the net income tax 
before taxes figure quoted for commercial 
banks include deductions for dividends 
paid stockholders. On an individual basis, 
the average commercial bank paid a fed- 
eral income tax in 1959 of $63,500 where- 
as the loan association paid a tax of only 
$1,160 dollars or roughly 1/50 of the 
amount paid by commercial institutions. 


Federal Income Tax 





. 
, Ralph L. Zaun, 39, is chairman of 
the Committee on Savings and 
Loan Associa-§ 
tions of The 
Independent 
Bankers Asso- 
ciation and 
has been a key 
figure in the 
aggressive 
campaign for 
tax equality 
waged by the 
Wisconsin Bankers Association. 
Mr. Zaun is executive vice presi- 
dent of the Grafton State Bank, | 
Grafton, Wisconsin. He attended 
grammar and high school in Graf- 
ton and went on to the University 3 
of Wisconsin to secure his degree, { 
with a major in banking and fi- 
nance. He has been with the Graf- 
ton bank since 1944, starting there 
after his return from World War 
Il. He is a 1960 graduate of the 
IBA’s Seminar for Senior Bank 3 
> Officers. , 
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tion of the tax burden on these two 
competing types of institutions is also 
apparent by a study of resource 
growth in the year 1959 over the 
year 1958. Commercial banks had a 
growth of 4 per cent, whereas the 
savings and loan associations showed 
a growth four times greater, or 16.1 
per cent. : 

In the year 1951, Congress enacted 
legislation intended to place the com- 











PER CENT OF AVERAGE PER 

STATE TAX PAID) NETINCOME INSTITUTION 
FLORIDA 

Bank $ 15,230,000 35.6 $ 52,880 

S&L 8,000 0.007 75 
CALIFORNIA 

Bank 101,575,000 37.3 923,000 

S&L 1,421,000 0.36 6,000 
COLORADO 

Bank 11,139,000 49.4 69,600 

S&L 127,000 44 2,400 
TEXAS 

Bank 53,021,000 41.0 54,800 

S&L 365,000 0.45 1,670 
MINNESOTA 

Bank 16,197,000 35.1 23,925 

S&L 1,000 002 17 
IOWA 

Bank 11,511,000 36.3 18,200 

S&L 1,000 004 12.50 
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mercial institution and the savings 
and loan associations on a par with 
respect to federal income taxation. 
Since that year, the loan associations 
have paid only a small fraction of 
the amount actually paid by the com- 
mercial banks. Since 1951, insured 
commercial banks have paid federal 
income tax of $6.8 billion. On the 
other hand, member savings and loan 
associations paid a total tax during 
this same period of only $39.2 mil- 
lion and insured mutual savings 
banks paid a tax of only $10.7 
million. 

There is no justification for a dis- 
parity of this degree. It cannot be 
justified on the grounds that the loan 
association is smaller than the com- 
mercial bank, because in approxi- 
mately half the cases this is not, so. 
It cannot be justified on the basis 
that the loan associations earn less 


a 





than the commercial banks on re- 
sources and need the additional help 
of a tax exemption, because the loan 
associations actually earn more than 
the commercial banks. 


Represent Large Investor 


It is also true that the tax prefer- 
ence of the loan association cannot 
be justified on the basis that these 
associations or mutual savings banks 
are the institutions of the small sav- 
ers. Actually, the commercial bank 
accounts are vastly smaller in size on 
the average than those of the two 
competing institutions. In the year 
1959, the average savings account in 
a commercial bank was $1,000. The 
average savings account in a mutual 
savings bank was $1,567 and it was 
$2,072 in the case of the savings and 
loan association share account. The 
mutual institutions do not represent 
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“SORRY, NO FIRE SALE” was the word from the Richfield 
State Bank in Richfield, Minnesota, following a fire in its 
night depository recently. Cause of the fire remains a mystery. 
Every customer was given immediate credit to his account and 
over 11,000 reassuring letters were sent to checking account 
depositors. An emergency crew was assigned to handle tele- 
phone calls following the fire. A certified check for $50,000 
was received from G. L. Auguston, representing the Fidelity 
and Casualty Company of New York, which insures the bank 
through the Richfield State Agency. A large sum of currency 
was found to be re-usable, and an indefinite sum of burned 
currency is expected to be recovered from the Federal govern- 
ment. The bank plans to compile its method of procedure in 
handling the aftermath of the fire for the benefit of any bank 
which might suffer a similar loss. 
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the small savers, but the larger in- 
vestor. 

The savings and loan industry on 
a nationwide basis has assets in ex- 
cess of $65 billion. Moreover, in 17 
states and the District of Columbia 
assets actually exceed $1 billion. In 
Los Angeles County alone, assets are 
$6 billion. In Cook County Illinois 
assets are over $4 billion. Savings 
and loan officials predict that by the 
year 1965 their industry will be over 
a $100 billion industry. This pre- 
sumes, of course, a continued ability 
to attract the major portion of the 
new savings dollar, and a continued 
syphoning of the deposit resources 
out of the commercial banking sys- 
tem. 

Best Interest Question 


The question must be posed wheth- 
er this continued loss of the com- 
parative resources of the commercial 
bank system, which has traditionally 
served to a greater degree than any 
other type of institution all segments 
of the economy, is to the best inter- 
est of the nation generally. If the 
great bulk of the new savings money 
of the country is channeled into fi- 
nancing one specialized segment of 
the economy, where is the money to 
come from for the commercial and 
industrial development of the na- 
tion? Who will finance the purchase 
of automobiles, appliances, factories, 
industrial tools, new businesses, re- 
search, and all the great bulk of ac- 
tivities which makes our complete 
economy function? Artificial stimu- 
lation of one segment of the econ- 
omy through tax subsidy has created 
an imbalance in the credit markets 
which has and will have to an even 
greater degree a damaging effect on 
the overall economic health of the 
country. 

Have our Congressmen really been 
informed of the ramifications of the 
effect this tax subsidy has had on 
our communities? I don’t think so. 
Is it not the duty of every commer- 
cial banker in every community to 
tell his Congressman just what the 
impact of this tax preference has 
been on his community? 





Note: Congressmen Burr P. Harrison (D) 
and Thomas B. Curtis (R) (members of 
the House Ways and Means Committee) 
have introduced H.R. 2899 and H.R. 2900 
to eliminate the excessively generous 12 
per cent of deposit or share-account “bad- 
debt reserve” for mutual savings banks and 
savings and loan associations. 

END 
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fthe INDEPENDENT BANKER 


(Editor's note: In a letter that ap- 
peared in last month’s issue of THE 
INDEPENDENT BANKER, the managing 
director of The Savings Banks Asso- 
ciation of the State of New York 
took exception to charges made in 
the November “After Hours” col- 
umn. The letter, written by George 
M. Penney, was carried on page 8 of 
the February issue under the head- 
line, “How the Mutuals Feel About 
the Tax Equality Issue.’ The No- 
vember column charged that the mu- 
tual savings banks are guilty of 
“trade association polygamy,” since 
they belong to the American Bankers 
Association but oppose its stand on 
the tax equality issue. In defending 
the position of the mutuals, Mr. 
Penney phrased his arguments in a 
writing style that parodied the dia- 
logue technique used in “After 
Hours.” His “cast of characters” in- 
cluded himself and the “Judge.” As 
you will see, Mr. Penney’s letter was 
not overlooked by our regular “After 
Hours” characters.) 


| was looking at my February INDE- 
PENDENT BANKER when the Old Man 
called. 

“Did you see the letter the Mutual 
Savings Man wrote our magazine?” 
he asked. 

I told him that I had just finished 
reading it. 

“He reminds me of that old joke 
about the elder lawyer giving advice 
to the young lawyer. Do you remem- 
ber it?” 

“Tell me about it,” I encouraged 
him, 

“Well, this young lawyer was ask- 
ing the older one about how to plead 
a case to a jury. The older one told 
him: ‘If you have the facts on your 
side then you talk about the facts. 
If you have the evidence on your 
side then you talk about the evi- 
dence. If you have the law on your 
side; you talk about the law.’ 
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“The young lawyer replied: ‘Yes, 
I know about all of those things, but 
what do you do when your position 
is insupportable?’ 

“The old lawyer screwed up his 
brows a bit, and said: ‘Oh, well, in 
a case like that, you just talk, talk, 
talk!” That’s what this fellow is 
doing. He’s just talking.” 


One Thing Needed 


I agreed and laughed with the Old 
Man. Then I said: “Your story re- 
minds me of a similar conversation 
which took place between a client 
and a frontier attorney, when the 
West was young. Want to hear it?” 

“Sure!” The Old Man likes a good 
joke. 

“This young man had got himself 
into quite a mess of trouble, and 
knew it. He was consulting a lawyer 
about getting out of it. The details 
were finally concluded and then the 
lawyer said: ‘You have done one 
good thing. You have engaged an 
attorney. You are now entitled to 
some advice. I’m going to give it to 
you.’ 

“ ‘What is it?’ the young fellow in- 
quired, rather anxiously. 

“Well, you have hired an attorney, 
but if we are going to win this case, 
you had better go out and hire us 
some witnesses!’ ” 


Cry ‘Difference’ 

The Old Man enjoyed the little 
joke, and I continued: “What these 
polygamists need more than any- 
thing right now is witnesses. They 
have played in the commercial bank- 
er’s back yard, eaten at his table, 
slept in his bed, voted at his con- 
ventions, played footsie with the sav- 
ings and loan associations, and now, 
when the government debt is at its 
highest, when the budget is strained 
to the breaking point, when even 
scrubwomen pay taxes, they main- 
tain that they should continue to lead 
a tax-sheltered life. 


Letter To Editor Is 


Conversation Subject 


“They cry that they are different. 
They pull that old one about com- 
mercial banks ‘creating’ deposits, 
until one might conclude from such 
remarks that there was actually no 
need for mints and treasuries and 
vaults and real circulating money. 
Enough commercial banks creating 
enough checkbook money could elim- 
inate the need for all such things; 
provided, of course, that such state- 
ments were true. He is just talking. 
He makes the Continental Divide out 
of a molehill. 


Just Talk 


“Finally, he says something about 
‘a healthy banking system, based on 
each type of financial institution con- 
tributing its part to the economy.’ 
If each type of institution is to con- 
tribute to the economy, why can’t his 
contribution include federal tax on 
income? If he means what he says, 
what is all the argument about? He 
has a tax advantage, and he knows it. 
His position is unsupportable, and 
he knows it. He is just talking, talk- 
ing, talking.” 


It Figures 

“I see that he was talking to a 
Judge,” the Old Man said. “Wonder 
why he was doing that?” 

“Well, in most states, Judges have 
to be qualified attorneys, and I 
would presume that seeking out the 
Judge for a conversation was per- 
fectly logical.” 

“What do you mean, LOGICAL?” 

“Well, in the first place, when they 
are in trouble, most people consult 
an attorney. In the second place, 
most Judges are not allowed to ac- 
cept fees or practice in court, and 
his advice would, presumably, be 
free. It all figures.” 

“Ye a-a-h. It figures.” 

I could tell that he had gotten the 
message. END 
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(Editor’s note: Last month, Dr. 

| Sewrey’s narrative carried us from 
/] the stormy era of Nicholas Biddle, 
president of the Bank of the United 
States from 1823 until 1839, to the 
eve of the depression of the 1930's. 
Branch banking had many ups and 
downs during the intervening years, 
experiencing a rapid development 
during the decades immediately pre- 
ceding the Civil War. Then the Na- 
tional Bank Act of 1863 proved a 
turning point. It forbade national 
banks as such to possess branches. 
An upsurge in the advocacy of 
branching was noted in the 1890's, 
and during the early years of the 
20th century, branching again 
emerged, with the 1920’s doing much 
to strengthen the hands of branch 
banking proponents. A number of 
states liberalized their laws regard- 
ing multiple banks. The position of 
Comptrollers of the Currency grew 
more favorable to branching. In 1927 
Congress passed the McFadden Act, 
legalizing intra-city branch banking 
for national institutions that had to 
meet the competition of state banks 
already accorded such privileges. It, 
however, required the release of out 
of town branches acquired after 
1927. 

The McFadden Act was widely re- 
garded as a judicious compromise 
between independent and multiple 
banking, but it failed to check the 
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desertion of national banks to the 
state ranks that had resulted from the 
granting of more liberal branching 
privileges to the state banks. 

The following is the concluding 
chapter in a three-part historical ex- 
ploration of the roots of the branch 
banking system in America. In this 
final article, Dr. Sewrey describes the 
controversies over branch banking 
that have raged during the last 30 
years, the outcome of these contro- 
versies and the outlook for the fu- 
ture). 


The depression accentuated trends be- 
gun the previous decade. It certainly 
provided ammunition for branch 
banking, but now the leading de- 
bating point was increased safety, 
rather than, as during the "twenties, 
following the general course toward 
business consolidation. By 1933 the 
country’s banking system was close 
to total collapse.* 

Although the near catastrophe of 
the ’twenties and "thirties had given 





*Most of our nineteenth and early twenti- 
eth century business upsets were likewise 
associated with banking difficulties. Bad 
banking was one of several factors in the 
1819 panic. That of 1837 was attributed 
to “overaction” by bankers and speculators. 
The economic setback following 1857 
damaged public confidence in banks—be- 
cause of the discovery of defalcations in 
certain New York institutions and because 
of the rapid contraction of the circulating 
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“Outcome, Outcry and Outlook” 


aid and comfort to multiple bankers, 
the New Deal reforms neutralized 
what hitherto had been one of their 
most effective talking points, the as- 
sumed greater safety of large scale 
banking: 

The Federal Deposit Insur- 
ance Corporation in particular 
gave unit banking a new lease on 
life. After 1933 failures dimin- 
ished to negligible proportions, 
and the FDIC was able to provide 
substantially full recovery for 
depositors in the few institutions 
it was obliged to bail out. 

Whether this record can be sus- 
tained during another period of ex- 
tremely severe econcmic stress re- 
mains to be seen. Several states had 
earlier attempted to guarantee depos- 
its, but their systems had proved un- 
able to weather unusual emergencies. 
Another point worth mentioning is 
that the FDIC has now and then en- 
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couraged the recent trends toward 
mergers by persuading weak banks 
to join with stronger institutions. 


Weakening Front 


By 1930 the united ABA front 
against branch banking was weaken- 
ing. The organization that year 
adopted a resolution which, while de- 
scribing the “American system” of 
unit banking as “peculiarly adapted 
to the highly diversified community 
life of the United States,” neverthe- 
less conceded the feasibility and ne- 
cessity of community or county wide 
branch banking in some areas. This 
change was not welcome to many 
ABA members, and it was in the 
same year, 1930, that the Independ- 
ent Bankers Association was founded 
at Glenwood, Minnesota, as a spokes- 
man for the opposing point of view. 

In his December, 1932, message, 
President Hoover demanded reform 





medium which New York bankers were 
accused of perpetrating. 

The opening year of the Civil War saw 
a short but severe recession, attended by a 
general collapse of Western “wildcat” 
banks and the flooding of the country with 
spurious bank notes. Failure of the Jay 
Cooke banking house preceded the panic of 
1873, and the demise of large banks was 











involved in the less serious affair of 1884. 
The downfall of the English banking house 
of Baring Brothers was a prelude to the 
long depression from which the United 
States suffered through the middle ‘nine- 
ties. 
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Overexpansion of bank credits led to the 
1907 panic, but the 1920 economic crisis 
was somewhat unique in not having been 
precipitated by a great bank failure nor 
accompanied by widespread runs on banks. 
Throughout most of our history, however, 
it would appear that the booms brought 
a proliferation of weak banks, subsequent- 
ly weeded out by the busts. What happened 
in banking may, however, have been mere- 
ly a reflection of underlying economic 
conditions, perhaps in many cases failure 
of other parts of the economy to keep up 
with the growth symbolized by specula- 
tion. 


in the American banking system, con- 
trasting it with the “sounder struc- 
tures” of England and Canada. This 
utterance was made during the open- 
ing days of the bank crisis that 
marked the transition between his 
administration and that of Franklin D. 
Roosevelt. Mr. Roosevelt proved gen- 
erally skeptical of the claims made 
for large scale banking (his first 
term, it will be recalled, began amidst 
a Congressional investigation of cer- 
tain shenanigans by big bankers) 
and feared that branching would 
“take individual initiative away from 
things in the daily life of the com- 
munity.” 


Some Liberalization 


Some New Deal legislation did, 
nevertheless, liberalize federal provi- 
sions regarding multiple banking. 
While putting restraints on national 
bank holding companies, the 1933 
Banking Act authorized such institu- 
tions to maintain branches on a city 
or state wide basis on much the same 
terms (but with important excep- 
tions, notably in the amount of cap- 
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italization required) as those permit- 
ted state banks. 

In the meantime, a gradual elimi- 
nation of state branch banking re- 
strictions was in progress, and by 
1939, 19 states allowed state-wide 
branch banking, 17 permitted it with- 
in limited areas, while four had no 
legislation on the subject.* 

During its second term, the Roose- 
velt administration included banking 
combinations in its general drive 
against “monopoly.” A bill to put 
bank holding companies under strict 
federal regulation was introduced 
into Congress during 1938 but failed 
of passage despite administration 
support. 

Prize Example 


Toward the close of the year, the 
SEC began delisting proceedings 
against A, P. Giannini’s Transameri- 
ca Corporation. The Treasury De- 
partment launched an onslaught on 
the Bank of America in 1939, seek- 
ing changes in its management and 
trying to force it to disgorge its real 
estate holdings. 

The last named, which in 1945 
became the world’s largest private 
bank, would deserve full length 
treatment in any adequate survey of 
the multiple banking situation in the 
United States. As the country’s prize 
example of branching, it has been 
hailed by both friends and foes as 
the case study par excellence of the 
virtues or vices, according to one’s 
preference, of large scale banking. 

The founder was Amadeo Peter 
Giannini (1870-1949). A child of 
Italian immigrants, he started work 
in his step-father’s produce business 
at the age of 12, becoming a partner 
at 19. He also acquired the position 





*In 1896 the situation had been as follows: 
20 states permitted branch banking, and 
several positively encouraged it by legis- 
lation. 13 states had laws against it, and 
10 were silent on the subject. Comparative- 
ly few branches were actually then in 
operation. These were dispersed throu 


wide sectors of the country, and the 


number of branches per parent bank was 
small, ranging typically from one to three. 
By 1910 a tide against branching had set 
in so that now only 12 states allowed 
them, nine banned them, and 27 seem to 
have had no legislation. Around 1930, the 
number of states sanctioning branch 

ing wes down to mine, with 10 tdleseting 
limited area branching. 22 states had out- 
lawed branch banking in toto, with the 
exception (in eight states) of moran ie in 
existence before the law was passed. Be- 
pre Meme a unig eodharcsanegdi P pea 
jurisdictions denying branching privileges 
was reduced by about half. 
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of director in a savings and loan 
association but bowed out when he 
disagreed with its policy of dealing 
only with the “favored few.” 

He eventually formed a lending 
institution of his own, the Bank of 
Italy, in 1904. It derived its name 
from the fact that it proposed to 
meet banking needs of the many 
Italians in California. Giannini be- 
came known as the “banker to the 
little man” and to the people then 
pouring into the state to start 
ranches, vineyards, and olive groves. 
Favorable state legislation passed in 
1909 helped the Bank extend its 
branches throughout California. 

In order to consolidate his empire, 
now consisting of real estate and in- 
surance, as well as banking and other 
businesses, Giannini founded a hold- 
ing company, Transamerica, in 1928. 
In 1930, the name of the Bank of 
Italy was changed to Bank of Ameri- 
ca. 

Pros 


Besides lessening the “aristocratic” 
quality of banking services and in- 
troducing “mass market lending,” 
Giannini has been credited with such 
contributions as helping finance Cali- 
fornia’s housing boom and pioneer- 
ing in automobile financing, instal- 
ment payments, medical and dental 
services. In 1936 the Bank of Ameri- 
ca adopted a policy of loaning up 
to $300 on a borrower’s signature. 

Defenders of branch banking main- 
tain that the Bank of America’s rec- 
ord refutes the notion that such in- 
stitutions are unable to care ade- 
quately for local needs. Ninety-five 
per cent of the loan requests coming 
his way can, it is claimed, be han- 
dled by any branch manager. A man- 
ual with detailed rules governs such 
transactions, but flexibility is al- 
lowed, with results being most im- 
portant. 

The fact that California enjoyed a 
comparative absence of bank fail- 
ures during the period of the worst 
such episodes in the country as a 
whole is another way in which its 
banking system is held to demon- 
strate the merits of branching. 


Cons 


On the other hand, there have been 
disappointed would-be borrowers to 
whose complaint of neglect has been 
added the grievance that the Bank of 
America branch is frequently the 





only bank in town. (The fostering of 
like monopolies has, of course, been 
charged against the unit banking sys- 
tem.) In addition, the Giannini or- 
ganization is cited as justifying fears 
as to what can happen to independent 
banks when the laws do not ade- 
quately restrain branches and hold- 
ing companies. 


Largest Empire 


An article in the Feb. 21, 1959 
Business Week observed that unit 
banking seemed to be headed toward 
extinction in California. Much of this 
has occurred during the past decade 
or so. 

In 1949, there were 182 unit 
banks in the state and 33 branch 
banks operating a total of 847 
branches. By the close of 1958, 
there were only 71 unit banks 
as against 1,423 branches run by 
53 central offices. 

The Giannini empire now has over 
600 branches. According to Former 
FRB Governor Evans, the Transa- 
merica bank acquisitions “concen- 
trated more economic power in one 
group of men—perhaps only one 
man—than probably has ever hap- 
-pened before in the business life of 
our country. . . . Not even the great 
railruad, steel, oil, tobacco, or alumi- 
num cases disclosed the existence of 
greater power in one organization 
directly to affect the economic life of 
a great geographical area.” 

Efforts beginning in the late 1930’s 
to break up this combination, or cut 
it down to size, have not been very 
successful. In 1942 a coalition of 
forces, consisting of Comptroller of 
the Currency Marriner Eccles,} the 
Federal Reserve Board, and the 
FDIC became alarmed at the growth 
of Transamerica and its buying up 
of banks, making them branches of 
the Bank of America (some of them 
in competition with Eccles family 
banks). 

These three agencies notified 
Transamerica that they would not 
permit it to branch any more banks. 
However, this united front was bro- 
ken when John Snyder, a Truman 
appointee, became Secretary of the 
Treasury in 1946. Eccles was like- 
wise unable to get Attorney General 
Clark to prosecute Transamerica as 
a monopoly. 

Early in 1948 President Truman 
demoted Eccles from his post as 
chairman of the Federal Reserve 
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Board. The President’s action was 
seen by some as stemming from his 
desire to obtain support from the Gi- 
annini interests for that year’s politi- 
cal campaign. 


Other Investigations 


But meanwhile the Anti-Trust di- 
vision of the Department of Justice, 
together with the SEC, was looking 
into the Bank of America. The Fed- 
eral Reserve Board also issued a 
complaint, charging the institution 
with exercising a credit monopoly. 
This, it happens, was the first case 
involving a bank to be brought under 
the 1914 Clayton Act. 

In 1952 the FRB delivered its ver- 
dict against Transamerica. The cor- 
poration was accused of dominating 
41 per cent of all banking offices and 
39 per cent of deposits in the states 
of California, Oregon, Washington, 
Nevada, and Arizona. It was accord- 
ingly ordered to sell its controlling 
stock in 47 banks within 90 days. 

That, however, was only one stage 
of the battle. Giannini spokesmen re- 
plied that the Federal Reserve Board 
had failed to establish a proper yard- 
stick for monopoly. A United States 
Court of Appeals seemed to agree 
with this, setting aside the FRB’s or- 
der on the ground of insufficient evi- 
dence that competition had been les- 
sened. The decision was upheld by 
the U.S. Supreme Court in Decem- 
ber, 1953, whereupon the FRB 
dropped the case. And in 1959 the 
FRB, acting under the 1956 Holding 
Company Act, gave approval to the 
Firstamerica Corporation’s acquiring 
80 per cent or more of outstanding 
voting shares in the California Bank 


of Los Angeles. The President of 


that Bank explained that he had lost . 


business to the Bank of America be- 
cause his own institution was unable 
to provide statewide services. How- 
ever, the Department of Justice then 
decided to act under the Sherman 
Act (the first time it had been in- 
voked against a banking combina- 
tion.) * 


*Editor’s note: Since this was written, a 
Department of Justice anti-monopoly suit 
against Firstamerica was settled out of 
court by an agreement that was hailed as 
a victory for the principles of independent 
banking. Although Firstamerica was 

mitted to merge its subsidiary, First 

co Bei ats Cations tick, ban 
divest itself of 65 of the 180 banking off- 
ces involved within two to six years, ac- 
cording to terms of the agreement. The 
divestment plan calls for the creation of a 
new bank out of the 65 bank offices. After 
the new bank has been in operation for 
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Discouraging Years 


The past 20 years have been some- 
what discouraging from the stand- 
point of those who regard multiple 
banking as a danger to the economy 
and to the American way of life. Al- 
though there have been deviations 
and respites from the general 
trend,** and while adherents of unit 
banking have won as well as lost im- 
portant battles, most of the facts and 
figures show them in retreat. 

In 1940 the United States had a 
total of 15,120 banks (as compared 
with about 29,000 in 1920), with the 


total number of branches being 


3,665. By 1959 there had been a 
slump to 14,075 in the number of 
banks, but there were now 9,177 
branches. In 1959 the states permit- 
ting branch banking numbered 41, 
18 of these sanctioning it on a state- 
wide basis.*** 

In 1958 the President of the In- 
dependent Bankers Association said 
that unit banking was under attack 
in nearly every state in the union. 
While Missouri that year, by popular 
referendum, rejected a change in its 
laws against branching, seven states 
liberalized their legislation on this 
subject during 1959. After an espe- 
cially bitter battle, New York fol- 
lowed suit in 1960. There and else- 
where the cause of branches was 
helped by citing the considerable 
number of small bankless towns in 
areas where only unit banking was 
permitted. 


Postwar Characteristic 


In jurisdictions allowing it the 
merger movement has also been char- 
acteristic of postwar banking. An es- 
timated 130 commercial banks dis- 
appeared in this way between 1950 
and 1958, and there were 148 merg- 





two years, Firstamerica will be required to 
take the necessary steps to divest itself of 
its stock or the assets of the new bank. 
This must be completed within six years. 
**An article by Doris M. Eisemann in the 
October, 1955 issue of Banking found that 
a comparison of 1929 and 1954 yields a 
trend away from concentration, as meas- 
ured by the percentage of deposits held 
by the largest 2% of banks down to the 
smallest 20%. She also notes that the 
movement — large scale organization 
has been less in banking than in many 
other types of business. However, this 
article was written just about the time that 
another big spurt in mergers was com- 
mencing. (See Charlotte and David Al- 
hadeff, “Recent Bank Mergers”, in Quart- 
erly Journal of Economics, 69: 520 (1955). 
***The recent status of state legislation 
pertaining to branching is shown on a map 
in the April, 1959 Banking, p. 36. 





ers among the country’s 300 largest 
banks between 1958 and 1960. One 
significant deviation from the trend 
toward centralization: A decline 
since the 1930’s of the total share of 
the nation’s deposits held by New 
York City institutions. 

A variety of reasons have been sug- 
gested to account for what has hap- 
pened. The observers are not com- 
pletely agreed as to the relative im- 
portance of these several factors, but 
among those frequently mentioned 
are: (1) desire of banks to improve 
their capacities and competitive po- 
sitions, (2) a growth in demand for 
banking services—between 1938 and 
1958 the total number of banking 
offices increased from 18,220 to 22.- 
608, most of the change occurring 
since 1948, (3) failure of some small 
banks to provide adequately for suc- 
cession in officers, (4) desire to at- 
tain certain “fringe” and welfare 
benefits, as well as higher compensa- 
tion for employes, (5) banks seeking 
to follow customers to the suburbs, 
(6) business needs—one of the 
points frequently coming up in the 
recent Missouri fight being the ne- 
cessity for many firms to seek financ- 
ing in New York and Chicago be- 
cause of the inability of the state’s 
unit banks to satisfy their wants, (7) 
a tax structure favoring banking con- 
centration. 


Stymied 


For a number of years efforts have 
been made to cope more effectively 
at the national level with monopoly. 
In this regard the Justice Depart- 
ment has been stymied by absence of 
provisions in the Clayton Act giving 
it jurisdiction over bank mergers in- 
volving acquisition of assets, the ba- 
sis of most such consolidations. Pro- 
posals have been made to close this 
loophole. 

A difficulty here has been disagree- 
ment within both the executive 
branch and Congress as to how far 
the measures should but and whether 
the responsibility for enforcement 




















rightfully belongs in the Justice De- 
partment. 

Another recent difference of opin- 
ion is that between the Federal Re- 
serve Board, which has grown more 
favorable toward “smallness” in 
banking, and the Comptroller of the 
Currency, who has been credited 
ily belief that branching en- 

ances, rather than injures, competi- 
tion. 

Within the past five years, two 
significant laws affecting banking 
concentration have been passed by 
Congress. The 1956 Bank Holding 
Company Act made stock acquisi- 
tions (as distinguished from mergers 
and consolidations) by bank holding 
companies subject to Section 7 of 
the Clayton Act. 


New Merger Law 


In 1960 Congress passed a law ex- 
tending the powers of the FDIC to 
halt mergers “not in the public inter- 
est.” The objective was to assure that 
most bank mergers would have to 
gain the approval of at least one fed- 
eral agency. Since the authority giv- 
en is largely discretionary, the ef- 
fectiveness of this measure would 
seem to depend almost entirely upon 
the zeal and philosophy of the offi- 
cials carrying it out. 

Although facing difficult days, the 
Independent Bankers Association is 
pursuing its aims as vigorously as 
ever. IBA units are being organized 
in additional states, a recent one 
being Missouri, lately a theater of 
action in the struggle over branch 
banking. Along with efforts to erect 
or maintain legislative barriers 
against concentration, the Associa- 
tion is also directing its attention to- 
ward more positive means, such as 
seminars, for assisting unit bankers 
in dealing with their special business 
problems. 


No Judgments 


The historian who attempts to trace 
the convolution of an extended con- 
troversy such as this is, qua histori- 
an, ordinarily expected simply to 
narrate and try to explain why, rath- 
er than pass judgments, especially 
value judgments, on the merits of 
the two (or more) sides. Whether 
“history proves” unit banking supe- 
rior to branch, chain, or group bank- 
ing, or vice versa, is therefore be- 
yond the scope of this article. Per- 
haps, however, some random com- 
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ments on the way the debate has 
been conducted would be in order. 

First, this observer cannot help 
being intrigued by the unfailing dis- 
position of the parties to this, and 
all other controversies, unquestion- 
ingly to identify their own side with 
righteousness, virtue, and (in this 
country) the American way of life. 
Just as striking, and as universally 
encountered is what appears—again 
from the standpoint of the sideline 
observer—to be a certain lack of 
generosity so far as conceding like 
worthy motives to the opposition is 
concerned. 


Equally Convinced 


Just as convinced of the correctness 
of their own position, devotees of 
unit banking sometimes write as if 
the opposing school of thought was 
stupidly or perhaps maliciously lead- 
ing the United States down the road 
of what is variously described as big 
business dictatorship—or socialism 
and communism. 

The mutual banks (which, with the 
rapidly growing savings and loan as- 
sociations, have almost usurped the 
place of the branches and chains as 
the bete noire of independent bank- 
ers) recently ran a series of adver- 
tisements in which bank stockholders 
were represented as black cats, skim- 
ming off the cream of earnings. To 
opponents of the mutuals, this was 
not simply a rather nasty dig; it was 
“unpatriotic” and a “maligning” of 
the “American way”—personified 
evidently by these stockholders. 

Probably the proverbial visitor 
from Mars—and the historian is ide- 
ally supposed to emulate his impar- 
tiality as much as is humanly possi- 
ble—would be willing to grant that 
both sides in these heated discussions 
sincerely believe themselves led by 
pure motives, patriotism, and zeal for 
the public welfare. However, the rule 
seems to be that every interest group 
finds these laudable things harmoni- 
ous with that point of view which it 
might have adopted if guided solely 


by material considerations.* 





*That awareness of this poses problems 
in public relations is brought out in an 
article by a Long Island banker, Arthur 
Roth, in the July, 1960 Independent Bank- 
er. Roth deplores “the impression that the 
bankers of America represent just an- 
other self seeking . . . pressure group” and 
cites the need for producing convincing 
arguments that “what we seek is in the 
best interests of the people and the na- 
tion.” 


The Great Debate 


Historically, the debate over branch 
banking has revolved about the fol- 
lowing questions, (1) monopoly, (2) 
banking services, (3) safety and sol- 
vency, and (4) profitability. 

With regard to the first, the expe- 
rience in different areas has varied. 
California (and some foreign coun- 
tries) seem to support the views of 
those who fear the oligopolistic po- 
tentialities of branch banking. On 
the other hand, a recent Syracuse 
University study and one for the 
Philadelphia area (1955) gave in- 
dications that unit banking had not 
declined and had even increased its 
business when restrictions on 
branching and mergers were relaxed. 

Concerning provision of banking 
services, the contention of independ- 
ent bankers has always been that 
they can give better attention to local 
needs. Their opponents deny that 
branch banking presents inherent 
barriers to such solicitude. They also 
assert that branch banking in Cana- 
da and elsewhere has extended serv- 
ices to areas not able to support a 
unit bank and that there are certain 
business needs that can be met only 
by large scale banking organization. 


Outlook 


The matter of the relative safety of 
branch versus unit banks was widely 
debated until the 1930’s. The bank- 
ing reforms of that decade, and par- 
ticularly the FDIC, have seemingly 
relegated this to the limbo of moot 
issues. As for profitability, the re- 
sults, according to recent studies, 
have varied.** Two recent inquiries, 
one by Syracuse University and the 
Nadler-Bogen (New York Universi- 
ty) investigation, disagree in their 
conclusions on whether multiple 
banking increases profits of banks en- 
gaging in it, with the Syracuse study 
being the more optimistic in this re- 
gard. 

Certainly the outlook for the fu- 
ture suggests a continuation and 
probably intensification of the whole 
controversy over large scale bank- 
ing. To the American historian it will 
afford great interest for its human 
and political aspects and because of 
the consequences it may have for the 
further evolution of our national in- 


stitutions. 
END OF SERIES 





**See Alhadeff, Op. cit., p. 532. 
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A militant challenge to Wiscon- 
sin’s largest savings and loan asso- 
ciations on their record as taxpayers 
and an enthusiastic endorsement of 
two pending tax equality bills high- 
lighted the principal address at the 
annual luncheon meeting of the Wis- 
consin Division, Independent Bank- 
ers Association, in Milwaukee’s 
Schroeder Hotel January 23. 

Addressing the more than 210 in- 
dependent bankers who attended the 
luncheon, L. Shirley Tark, president 
of the Main State Bank, Chicago, de- 
clared: 


Advocated For Years 


“T will hazard a guess that not one 
of the four largest savings and loan 
associations in Wisconsin last year 
paid as much in federal income taxes 
as was paid by any one of their 
stenographers. I challenge them to 
refute this statement.” 

Mr. Tark, co-chairman of the Bank- 
ers Committee for Tax Equality, 
gave wholehearted support to iden- 
tical tax equality bills, HR 2899 and 
HR 2900, introduced into Congress 
recently by Representatives Harri- 
son of Virginia and Curtis of Mis- 
souri. He asserted, “These bills rep- 
resent the philosophy that enlight- 
ened bankers have espoused and ad- 
vocated for years. They ask for no 
favors for commercial bankers at 
taxpayers’ expense. 

“The new bills simply provide for 
repeal of Section 593 of the revenue 
code which gave rise to the iniquitous 
12 per cent formula by which sav- 
ings and loan associations and mu- 
tual savings banks are able to escape 
the payment of federal income taxes. 
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KEY FIGURES at luncheon meeting of Wisconsin Division, In- 
dependent Bankers Association, include, from left: Carl Taylor, 
president, Waukesha State Bank and immediate past president 
of the Wisconsin Division; L. Shirley Tark, president, Main 
State Bank, Chicago, and principal speaker; William S. Hob- 
bins, president, Wisconsin Division and president, American 
Exchange Bank, Madison; Sam M. Fleming, president, Third 
National Bank, Nashville, Tennessee, and vice president, Ameri- 
can Bankers Association; Edward J. Ruetz, president, Kenosha 
National Bank, Kenosha, and president, Wisconsin Bankers 


Association. 


“If these new bills are passed, 
then at long last savings and loan 
associations, and mutual savings 
banks, will be subject to the same tax 
laws that are applicable to banks.” 

“The question of proper deduction 
for reserve for loss will rest with 


the Treasury, exactly as it does for 
banks.” 


The Arguments 


A pioneer in the fight by commer- 
cial banks for tax equality, Mr. Tark 
documented his case in great detail. 
Here are excerpts from his talk: 

“The merits of our cause have 
been presented so frequently, that I 
believe it is unnecessary to indulge 
further time thereto. I will, however, 
examine the arguments which sav- 
ings and loan spokesmen have pre- 
sented from time to time. 

“First, they say they pay taxes the 
same as do commercial banks and 
other corporations. That statement is 
untrue. Though their tax exemption 
was removed in 1951, and though 
they were then subjected to liability 
for the payment of corporate income 
taxes, yet, they do not reveal that 
they were then given the benefit of a 


special provision of “Reserve for 
Loss” which enables them, by the 
simple device of a bookkeeping en- 
try, to escape the actual payment of 
taxes. 

Discrimination 

“This provision is not available to 
commercial banks or other tax pay- 
ing corporations. What is this pro- 
vision? It is both simple and effec- 
tive. It says that they may transfer 
their entire net income to a reserve 
for loss until their net worth (sur- 
plus, undivided profits, reserves, 
etc.) is equal to 12 per cent of their 
savings accounts (shares) at the be- 
ginning of the year. This effectually 
makes their income non-taxable. 

“Do they make these transfers to 
loss reserves? Of course they do; 
and thus they operate, expand and 
compete against commercial banks 
with tax free retained income. The 
commercial banks pay either 30 per 
cent or 52 per cent tax (depending 
on the size of income) to the gov- 
ernment. Our retained income is re- 
duced from net income by the 
amount of the tax paid. Theirs is not. 
This is rank discrimination. 

“Second, they say they distribute 
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ENJOYING an informal moment during the luncheon meeting 


of the Wisconsin Division, Independent Bankers Association, 
are, from left: O. K. Johnson, president, Whitefish Bay State 
Bank and immediate past president, Independent Bankers As- 
sociation; Eugene Drzycimski, president, Lincoln State Bank, 
Milwaukee, and William E. Nuesse, Madison, Wisconsin Com- 


missioner of Banks. 





their entire net income to their mem- 
bers, and therefore have no retained 
income to tax. This is untrue. They 
distribute a dividend on a percentage 
basis, such as 314, 4, 414 and even 5 
per cent . .. and what is left over, 
they transfer to the loss reserves, just 
described, to avoid paying an income 
tax. 

“They no more distribute their en- 
tire net income than any other cor- 
poration does that pays a dividend 
and transfers the balance to various 
reserves, undivided profits or sur- 
plus. However, note this. When they 
transfer their remaining entire net 
income to a loss reserve, it is tax 
free. 

“Banks and other corporations may 
not transfer their entire net income 
to reserves and thus avoid paying 
taxes. Loss reserves permitted to 
commercial banks are most severely 
limited. They must pay an income 
tax on their net incomes before the 
payment of dividends, and what is 
left as retained income is only that 
which is left over after paying taxes. 


Singled Out 


“Third, they say they should not 
be taxed because they stimulate and 
encourage thrift . . . receive savings 
funds which become available for 
economic progress and for mortgage 
financing. We do not desire to inter- 
fere with these functions, and we 
submit that they may and will con- 
tinue to so function even though they 
should become liable for income 
taxes. 

“We, too, stimulate and encourage 
thrift . . . make savings funds avail- 
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able for economic progress and for 
mortgage financing, and yet, we pay 
federal income taxes. Why should 
they be singled out for a subsidy be- 
cause they perform a service that is 
likewise performed by competing tax 
paying banks? Let’s go further. Why 
should they be subsidized because 
they help in the financing of home 
construction and thus perform a use- 
ful function? Insurance companies 
and commercial banks participate in 
this program, too. 


Ludicrous 


“Fourth, they say they should re- 
ceive special treatment because they 
are the ‘poor man’s bank’. That’s 
ludicrous. In their own publication 
they publicized that the average sav- 
ings account in savings and loan asso- 
ciations at the end of 1959 was 
$2,055. That compares with an aver- 
age savings account in commercial 
banks of $1,028. 

“The average savings account in 
associations has almost doubled in 
size since the end of World War II 
at which time it was $1,086. The 
number of savings accounts in asso- 
ciations at the end of 1959 was 26.6 
million . . . four times as many as 
in 1945. If being the “poor man’s 
bank” is a basis for tax exemption, 
the commercial banks are more en- 
titled to such consideration than the 
savings and loan associations, based 
upon size of average savings account. 

Would Not Destroy 

“Fifth, they say taxing their net 
income would destroy them. Why? 
Why should paying an income tax 
on net profits, not gross income, de- 








stroy them anymore than any other 
business? We, and other corpora- 
tions, manage to operate and survive 
notwithstanding the payment of in- 
come taxes. 

*  * 

“What should be done and what is 
being done to correct this inequali- 
ty? Obviously, only Congress can 
pass the necessary legislation. To be 
effective, we must be politically 
minded and properly organized, and 
above all, we must be vocal. We 
must inform our senators and con- 
gressmen of the true facts and help 
them not to be misled. 

“In the past the great strength of 
our opposition lay in the weakness 
of commercial bankers. I believe it 
was generally recognized that a great 
tax inequality existed, but bankers 
did not support our movement for 
correction: 

“(1) Because they feared to lose 
commercial accounts of these so- 
called mutual institutions. 

“(2) Because they were more in- 
terested in getting something for 
themselves, rather than the principle 
involved. 

“TI submit to you that the issue is 
simply tax equality, not vindictive- 
ness nor selfishness. At this time, I 
am certain Congress will not reduce 
tax revenues by giving commercial 
banks more generous tax treatment; 
but Congress cannot much longer 
shirk its responsibility of correcting 
a great injustice, which will like- 
wise bring in more revenue to the 
Government. 

“I, therefore, ask you and the 
bankers of America to support sub- 
stantial tax equality as expressed in 
the Curtis and Harrison bills.” END 
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Editor’s Note: Due to space 
limitations, we were unable to 
run all of the “Around the Na- 
tion” items submitted to us 
this month. However, they will 
be carried in future issues. 











Waterville, Maine—The follow- 
ing promotions have been announced 
by Frederick R. Knauff, president of 
the Federal Trust Company: 

Raymond QO. Knauff, from treas- 
urer to senior vice president. 

Raymond A. Lemieux, from assist- 
ant vice president to vice president. 

Lloyd W. Merrill, from assistant 
vice president to vice president. 

President Knauff also announced 
the appointment of Robert J. Dehais, 
who was formerly comptroller of the 
First National Bank of Glens Falls, 
New York, as treasurer of the Federal 
Trust Company. 

Mr. Knauff said gross earnings 
and deposits are both at an all-time 
high. 

a 

Chicago, Ilinois—The following 
promotions have been announced at 
National Boulevard Bank of Chicago 
by O. Paul Decker, president: 

Francis P. Wagner, formerly as- 
sistant vice president, to vice presi- 
dent, assigned to the commercial loan 
division. 

Merle E. Hess, formerly assistant 
cashier, to assistant vice president 
(correspondent bank representative) . 

Miss Ruth A. Steinke, formerly pro 
cashier, and Richard H. Goss and 
_ Oscar H. Fick, promoted to assistant 

cashier. 

Lewis H. Ruff was named pro 
cashier. 

Miss Steinke and Mr. Goss are in 
the investment division and Messrs. 
Fick and Ruff in the instalment loan 


department. 
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Aberdeen, South Dakota— 
Stockholders have voted to increase 
the capital account of Farmers & Mer- 
chants Bank to $200,000, according 
to G. L. Hill, executive vice presi- 
dent. 

Mr. Hill said the board of direc- 
tors has authorized a 100 per cent 
stock dividend by a transfer of $100,- 
000 from the undivided profit account 
to the capital account. 

In addition to the capital, the bank 
will have $50,000 in its surplus ac- 
count and $143,849 in undivided 
profits and reserves, based on its 
year-end statement of condition. 

The bank experienced in 1960 its 
most successful year since it opened 
on April 30, 1955, Mr. Hill said. 


Grand Rapids, Michigan—The 
new Madison Square office of Old 
Kent Bank and Trust Company has 
opened for business, according to 
William J. Schuiling, president. 

Assistant Vice President Allen A. 
Huighouse continues as manager of 
the office in its new building and 
Robert F. Gibfried as assistant man- 
ager. 

The new office is black brick with 
wide expanses of thermopane glass in 
the pattern that has been established 
in other new neighborhood offices by 
Old Kent. Set back from the street 
and landscaped, the single story build- 
ing is 60 by 42 feet. It offers about 
twice the space provided by the previ- 
ous office. 





ACCOUNTING METHODS WERE REVISED at the State Bank 
of East Moline (Illinois) recently to take full advantage of the 
drive-in facilities at the bank’s new home. The bank now han- 
dles real estate loan payments, savings withdrawals and de- 
posits, travelers checks and money order sales as well as 
checking deposits and withdrawals, vacation and Christmas 
club payments and regular instalment loan payments. With 
these facilities available through drive-in windows, the bank is 
able to meet competition with a minimum of personnel by 
keeping just the drive-in windows open until 5 p.m. Lobby 
hours remain at 9 a.m. to 2 p.m. The number of teller windows 
for both savings and checking accounts has been doubled, and 
the number of safety deposit boxes tripled. An open house at 
the new $500,000 building was conducted the pte! of Feb- 
ruary 13. Over 500 stockholders and other invited guests 
attended a private showing of the building. The local Chambe 

of Commerce staged a promotion in conjunetion with 
ing. The bank reported deposits were up about $ 
in 1960. 
















Los Angeles, California — Net 
operating earnings of Union Bank to- 
taled $5,776,695 during 1960, an in- 
crease of 28 per cent over 1959, ac- 
cording to Harry J. Volk, president. 

Mr. Volk said the sum represents 
$2.72 per share, based on the average 
of 2,120,441 shares outstanding in 
1960. Net operating earnings in 1959 
aggregated $4,517,386, or $2.48 per 
share, based on the substantially 
smaller average number of shares 
(1,821,021) then outstanding. 


Chicago, Ilinois—The board of 
directors of Lincoln National Bank 
has approved the transfer of $150,000 
from undivided profits to surplus, in- 
creasing the surplus account to $700,- 
000. Capital and surplus now stand 
at $1,200,000, according to Joseph 
Kaulas, president. A regular dividend 
of 40 cents per share has been de- 
clared and an extra 40 cents per share 
year-end dividend was voted. 





Chicago, Ilinois—Richard Mac- 
Carthy, head of Rand McNally & 
Company’s Bank 
Publications Di- 
vision, has been 
named vice presi- 
dent of the firm, 
according to An- 
drew McNally, 
III, president. 
Mr. MacCarthy 
has been with the 
MR. MACCARTHY company since 
1955 and has been in charge of the 
Bank Publishing Division since the 
retirement of D. E. (Pat) Cronin in 
December, 1958. 


San Francisco, California—Net 
operating income at The Bank of 
California, N.A., was $4,884,176, or 
$3.34 a share, in 1960, compared to 
the 1959 totals of $4,206,218 and 
$3.27 a share, according to Edwin E. 
Adams, president. 





DAZZLINGLY MODERN is the new Kentland Bank of Kentland, 
Indiana, which opened recently. The building is one story, 
without basement, constructed of red Roman brick trimmed 
with white Vermont marble. Colored diffusion fiberglass drap- 
peries can be drawn so as to completely close off the lobby 
windows. A decorative feature on the wall behind the teller’s 
cages is an electric clock with silver dollars for numerals. 
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Chicago, Illinois—Signing of a 
new 20-year lease by the American 
National Bank 
and Trust Com- 
pany “should put 
an end to the re- 
cent rumors con- 
cerning the possi- 
bility of Ameri- 
can National 
merging with an- 
other bank,” ac- 
cording to Law- 
rence F, Stern, chairman of the board. 

The new agreement provides the 
bank with two additional floors in 
the building at LaSalle and Washing- 
ton, plus options for expanding onto 
six more floors. 

“We believe in the future of Chi- 
cago and of the LaSalle Street finan- 
cial community,” Mr. Stern said. 
“and we feel that, within the frame- 
work of Chicago’s dynamic economy, 
there is a real need for a bank like ours 
where both small and large customers 
can get personal as well as efficient 
service.” 

Commenting upon the need for ad- 
ditional space, Mr. Stern said one en- 
tire floor will be devoted to an ultra- 
modern electronic check-handling 
center. 

“We are spending more than $2 
million to remodel the ninth floor and 
purchase the finest data processing 
equipment available,” Mr. Stern said. 

In addition to the acquisition of 
more space, plans are being made to 
automate the four elevators which 
serve all 11 bank floors. Also, more 
attractive and larger facilities for the 
bank’s staff, such as improved and 
modernized cafeteria and lounge 
areas, are contemplated. 

The transfer of $214 million of un- 
divided profits into the bank’s sur- 
plus account was also announced by 
Mr. Stern. The addition of the $214 
million raises American National’s 
surplus fund to $1214 million, and 
increases total capital and surplus to 
$20 million, exclusive of undivided 
profits and reserves. 


Colorado Springs, Colorado— 
Two officers have been promoted at 
The Exchange National Bank. They 
are K. G. Freyschlag, promoted from 
director of public relations to assist- 
ant vice president, and Harold-_U. 
Littrell, from executive assistant to 
assistant cashier. 
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Detroit, Michigan—Election of 
the first woman official in the bank’s 


Ss 






MISS JORDAN MR. RODECK 


history has been reported by the Bank 
of the Commonwealth. Katherine Jor- 
dan, who was secretary to President 
Howard P. Parshall, was named to a 





& ey 
MR. MUNRO 
new post designated as “assistant to 
the president.” 

Elevated to vice president were 
Vincent J. Rodeck and William D. 
Munro, Jr., assistant cashiers in the 
new business department and Edward 
F. Boltz, assistant cashier in the comp- 
troller’s division. 

Appointed assistant cashiers were 
George W. Blatchford, who is in 
charge of the University office; G. 
Herbert Norman, manager of the dis- 
count department; Joseph J. Symbor- 
ski, manager of the Michigan and 
Tarnow office and Harold F. Maas, 
head of the savings bookkeeping de- 
partment. 


MR. BOLTZ 


Stockton, California—Carroll G. 
Grunsky, vice president, director and 
trust officer of the Bank of Stockton, 
has retired. He served with the bank 
for 34 years. Mr. Grunsky will con- 
tinue as a member of the board of di- 
rectors and as an active member of 








Chicago, Illinois—The following 
promotions have been announced at 
The Exchange National Bank of Chi- 
cago: 

John Carroll, assistant vice presi- 
dent of the commercial loan division, 
promoted to vice president; Harry 
Goldson and Edward Chapas, both 
of the commercial loan division and 
Harry Brown, head note teller, pro- 
moted to assistant cashier. 

A 25 per cent stock dividend au- 
thorizing the increase of the number 
of shares from 100,000 to 125,000 
has been approved by shareholders. 


Denver, Colorado — The First 
National Bank of Denver, which is 
celebrating its 100th anniversary, was 
honored recently. at the Colorado 
State Chamber of Commerce Annual 
Awards dinner. 

The 100-year award was presented 
to Eugene H. Adams, president of the 
bank, by G. W. Liljestrom, president 
of the State Chamber. 

The bank is the first financial insti- 
tution in Colorado to receive the 100- 
year award. 


LEIS 
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WE NEED BANKERS 


of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 





HELP WANTED 


Growing bank in Northern Michigan 
needs young man with trust experience 
to head Trust Department. Excellent 
working conditions and advancement 
potential. Write Box 500, c/o The 
INDEPENDENT BANKER, Sauk Centre, 
Minnesota. 





Kennebunk, Maine—Offcials of 
The Ocean National Bank have an- 
nounced the death of Norris P. Eve- 
leth, president of the bank. Mr. Eve- 
leth had served the bank for 53 years. 
He died January 13, 1961. 





MODERN COLONIAL architecture is featured in the striking 
new Buena Vista National Bank of Chester, Illinois. Some 2,500 
persons toured the new building at a recent open house, which 
was preceded by a preview opening for 300 out-of-town bankers 
and state, county and city government officials. The new fa- 
cilities include the first drive-in windows in Chester and in 
Randolph County. Inside the bank, a spacious lobby is lighted 
by three large chandeliers. The walls are finished in 

green, with the rear wall in colonial rose. Woodwork is of 
solid birch finished in light ivory. Colors were chosen for the 
building to conform with the colonial period of the architecture. 
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the finance and trust committee. 

President R. L. Eberhardt said the 
bank’s resources have .reached an all- 
time high of $49,466,120. 

He attributed a large part of the 
growth to the strategic location of 
the new $1,500,000 bank building 
which was completed in 1960. The 
bank has retained its older “heart of 
downtown” offices, serving the com- 
munity from two locations. 
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Jenkintown, Pennsylvania— 
Two promotions at Jenkintown Bank 





MR. COOPER MR. LAMPMANN 
& Trust Company have been an- 
nounced. Edgar A. Cooper was named 
assistant treasurer and William F. 
Lampmann assistant trust officer. 

Mr. Cooper has been head teller at 
the bank’s main office since 1955, and 
has been associated with the bank 
since 1922. 

Mr. Lampmann was formerly a 
trust examiner with the Federal Re- 
serve Bank of Philadelphia and came 
to Jenkintown Bank last September. 


Baton Rouge, Louisiana—The 
board of directors of City National 
Bank has approved an increase of 
$200,000 in the surplus account of 
the bank. Late in 1960, a stock divi- 
dend of 12% per cent was declared, 
increasing the capital by $200,000. 
At the same time, $200,000 was trans- 
ferred from undivided profits to the 
surplus account. Board Chairman 
Lewis Gottlieb said the bank’s capital 
accounts now stand at $3,800,000. 


Ketchum, Oklahoma—Edward 
Brown, 23, an employe at The First 
State Bank since 1955, has been 
elected assistant cashier. 

Mr. Brown has been a farm repre- 
sentative for the bank since January, 
1959. He is married and has two 
children. 

The bank’s surplus account was re- 
cently raised from $25,000 to $35,- 
000, President Melvin L. Morgan re- 
ported. 





PIONEER AUSTERITY to artistic modernity is the story of 
The First State Bank of Elkhart, Kansas. When the bank was 
started in 1915 as The Rolla State Bank of Rolla, Kansas, it 
was housed in a stark, frame building shown in inset. On steps 
are G. L. Hayward, now president of the bank, and his son, 
Gerald. The bank was moved to Elkhart in 1939 and the name 
was changed. The bank recently completed an ultra-modern 
structure (below) finished with red brick, stucco and glass. 
Mounted above the tellers area in the bank are two sets of horns 
from Texas Long-horn cattle. One set of the horns is 147 years 
old and measures over 914 feet in length. 
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Chicago, Illinois—The appoint- 
ment of ten officers, including three 
vice presidents, 
has been an- 
nounced by Law- 
rence F. Stern, 
chairman of the 
board, American 
National Bank 
and Trust Com- 
pany of Chicago. 
Charles H. Bent- 

MR. BENTLEY ley, director of 
personnel, and William G. Ericsson 
and Edwin C. King, both in the trust 
department, were promoted to vice 
president. 








MR. KING 


MR. ERICSSON 


Charles L. Mugg was made audi- 
tor, and Sybren G. Nydam and Den- 
nis F, Glass were appointed assistant 
vice presidents. William Aldrich, cor- 
respondent bank division, and Leon- 
ard R. Wolf, personnel, were made 
assistant cashiers and Fred J. Herr- 
mann and William J. McCarthy were 
named assistant trust officers. 


Grand Haven, Michigan—Don- 
ald G. Hughes, manager of the Fruit- 
port, Michigan, office of Security 
First Bank & Trust Company, has 
been promoted to assistant cashier of 
the bank. 

An experienced banker, Mr. Hughes 
joined Security First in August of 
1959 after ten years with Harrisburg 
National Bank in Harrisburg, Illinois. 


Peoria, Illinois—Two new direc- 
tors have been elected to the board of 
the Jefferson Trust and Savings Bank. 
They are Dr. Walter H. Baer and 
Kenney E. Williamson, who replace 
the late Fred H. Doubet and Victor 
J. Mueller, both of whom died in 
1960. 

Bank President W. James Patton 
reported that total resources of $43 
million at the end of 1960 repre- 
sented the highest year-end report in 
the bank’s history. 
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Chicago, Illinois—John M. Fin- 
negan will become assistant vice presi- 





"MR. FINNEGAN MR. MC KINNEY 
dent and trust officer and George 
McKinney will open the travel divi- 
sion of Beverly Bank, officials have 
announced. 


Larned, Kansas—Glee S. Smith, 
Jr., has been elected to the board of 
directors of The First State Bank. Mr. 
Smith is an attorney and a state 
senator. 


Chicago, Illinois—Elmer F. 


Meike, formerly executive vice presi- 






MR. MEIKE MR. MC CLURE 
dent, has been elected president and 
a director of the Bank of Chicago. 
George H. McClure, president since 
1948, has been elevated to chairman. 

The elections were announced by 
Mark Kemper, chairman of the bank’s 
executive committee. 

Mr. Meike joined the Bank of 
Chicago in 1950 as cashier. Mr. Mc- 
Clure has been affiliated with the bank 
since 1948, 

Mr. McClure is president and Mr. 
Meike assistant secretary and treas- 
urer of Blackhawk Loans, Inc., Black- 
hawk Acceptance Corporation, Syca- 
more, Illinois, and of the Mercury 
Loan Company and the Mercury Ac- 
ceptance Corporation of Moline, Illi- 
nois. 

On December 31, 1948, the Bank of 
Chicago had deposits of $3,354,189 
and resources of $3,585,910. At the 
close of 1960, deposits were $21,389,- 
922 and resources $22,927,128. 
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One of Largest Banks in 
Country in Town of 200 


(ne of the largest banks in the coun- 
try is located in one of the nation’s 
smallest towns. 

The bank is the National Stock 
Yards National Bank, and the town 
is National City, Illinois, which has 
a population of about 200. 

And the bank’s percentage of total 
deposits that are due to banks is the 
highest of any banker’s bank in the 
country. The ratio of due-to-banks 
deposits to total deposits is 82.8 per 
cent. The next largest banker’s bank 
from the standpoint of percentage 
lists 40.4 per cent of its deposits in 
the interbank classification. 

In actual size of correspondent 
balances, Stock Yards Bank ranks 
25th in the United States and 3rd in 
the state of Illinois. Its correspond- 
ent balance as of October 3, 1960, 
totaled $105,590,917. 

Although its biggest business today 
is correspondent banking, the bank 
was founded to serve the livestock 
industry. 

In 1906 and 1907, when deposits 
were around $600,000, the bank 
began soliciting country business, 
and over the years, correspondent 
banking became a specialty. 

During the depression years of the 
early thirties, the bank made its most 


spectacular gains in correspondent 
business. The staff moved into the 
country, and worked and lived with 
country bankers to help them solve 
their problems. 

The bank handles from 150,000 to 
175,000 items daily for its corre- 
spondent banks. Just 18 inches from 
the post office of National Stock 
Yards, Illinois, the bank transacts 90 
per cent of its business by mail. 

However, a team of correspondent 
officers spends most of its time in 
the country maintaining close con- 
tacts with correspondent banks. 


Glenview, [Illinois—John E. 


Jones, executive vice president and 


som general manager 
| of Cummins-Chi- 
cago Corpora- 
tion, has been 
elected vice presi- 
dent and a direc- 
tor of the Glen- 
view State Bank. 
ste BS Mr. Jones has 
Fa been associated 
MR. JONES with Cummins 
since 1950, when he was graduated 
from the Business Administration 
School of Northwestern University. 









POST OFFICE AND BANK are combined in this new building 
at Rapid River, Michigan. The bank is the Rapid River Branch 


of the Escanaba National Bank of Escanaba, 


° This 


is the first such combination in Upper Michigan and is be- 
lieved to be only the second or third in the entire Ninth Federal 
Reserve District, according to M. N. Smith, assistant executive 
vice president. The bank also opened the first drive-in bank 
in Upper Michigan in 1957. The building is buff brick with 
panels of gray brick. The board room is paneled in walnut and 
the main room of the bank in elm with frosted walnut formica 


counters. 
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Chicago, Illinois—Alvin M. 
Youngquist, Jr., has been named 
managing editor of Bankers Monthly, 
the national magazine of banking and 
investments published by Rand Mc- 
Nally & Co. 

J. H. Peters will continue as editor 
and Roger F. Gelderman as associate 
editor and production manager. 

Mr. Youngquist, who covers trends 
and developments in the money and 
investment markets as well as news 
of the nation’s leading financial insti- 
tutions, formerly was an associate 
editor. 

* 


Los Angeles, California — De- 
posits at Fidelity Bank increased by 
80 per cent during 1960, according 
to Board Chairman Stanley M. Stal- 
ford. 

Deposits on December 31, 1960, 
were $16.8 million, compared to $9.3 
million on December 31, 1959. 

Mr. Stalford also reported that dur- 
ing the same 12-month period, loans 
and discounts rose by over 70 per 
cent to $10 million, including $2.5 
million in government insured loans 
and cash on hand increased from 
$2.8 million to over $4 million. 


— 





Bryn Mawr, Pennsylvania—Net 
operating income for 1960 at The 
Bryn Mawr Trust Company was 
$603,018, an increase of $39,447 
from the previous year, according to 
DeHaven Develin, president. Total 
net income for the year, after pro- 
vision for taxes, amounted to $3.47 
a share against $3.37 a share for 
1959 on fewer shares. Deposits at the 
Main Line bank were at a new year- 
end high of $37,100,137, up $2,219,- 
502 over the previous year-end total. 
Loans increased 29 per cent during 
the year. 

% 


Chicago, Illinois—La Salle Na- 
tional Bank reported total deposits as 
of December 31, 1960, of $166,588,- 
033, compared to $155,352,084 on 
the same date in 1959. Total resources 
at year’s end amounted to $177,102,- 
562, compared to $164,999,313 on 
December 31 of the previous year. 
Harold Meidell, president, said net 
operating earnings increased by 


$115,440 during the 12-month period, 
from $1,026,460 to $1,141,900. Earn- 
ings were equivalent to $8.46 per 
share in 1960, while comparable 1959 
earnings were $7.60 per share. 





ORIGINAL SOMBER features of St. John’s Community Bank 


of St. Louis, Missouri, were virtually eliminated by mod- 
ernization of the bank’s exterior. Wall to left, containing bank’s 
name, covers area which was formerly the president’s office. 
The face-lifting program began five years ago, and was con- 
ducted in such a way as to enable the bank to function normally 
despite the construction work. Aside from exterior and interior 
remodeling, the bank added a total of seven drive-in windows 


at the rear. 
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Council Bluffs, Iowa—The fol- 
lowing promotions have been an- 
nounced at the State Savings Bank of 
Council Bluffs: 

Jack R. Eakin, president and trust 


officer, elected to the board of di- 
rectors. q 


Calvin A. Spencer, assistant vice 
president, promoted to vice president. 

Eldon G. Nielsen, assistant cashier, 
promoted to assistant vice president. 

Eldred W. Pitt, promoted to as- 
sistant cashier. 


San Francisco, California—The 
Directors of The Bank of California, 
N. A., have made the following 
changes in the official staff, according 
to Elliott McAllister, chairman of the 
board: 

S. Vilas Beckwith, vice president 
and trust officer, appointed to the 
newly created post of vice president 
and senior trust officer and continues 
as the bank’s top-ranking trust official. 

Advanced to vice president and 
trust officer were Emil A. Andker 
(head office), Julian R. Smith (Port- 
land, Oregon office) , Lawrence L. Al- 
lison (Seattle, Washington office) and 
Edward S. Walker (Tacoma, Wash- 
ington office). 

New Vice Presidents are Warren G. 
Campbell and Horace J. Vanasse 
(both at Seattle office) and Howard 
O. Scott (Tacoma office). 

Moving up to assistant vice presi- 
dent are: 

Robert E. Atwell, Benjamin F. 
Greenough, Wadsworth Croft and 
Robert K. Jaques (head office) ; 

Kenneth R. Cochran, Kenneth C. 
Humme, Mason M. Jones, Leonard E. 
Ranton, Paul Revelle, Jr., Franklin 
B. Stenger, Waldo B. Taylor and 
Richard L. Wells (Portland) ; 

Frank C. Adams, J. Alvin Davis, 
Arthur L. Ganson and Glen H. Neu- 
man (Seattle) ; 

Coleman L. Anderson, T. J. Muz- 
zy, Otis J. Ostlund and Gordon E. 
Satterthwaite (Tacoma). 

Elevated to trust officer were R. 
Lawrence Brown (Seattle), Harvey 
H. Pasic and Bruce C. Shepard (Ta- 
coma) and Donald P. Eckman and 
Clark H. Fisher (Portland). 

Appointed assistant cashiers were 
Clifford C. De Cuir, David Gaber and 
Dean G. Quinlan, all at head office. 

New assistant trust officers are 
Justin A. Gross, G. W. Sheldon, J. 

Robert Strickland (all of head office) 
and J. Wayne Grubbs, Jr. (Seattle). 
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San Diego, California—M. N. 
Wilson, president of the United States 
National Bank of San Diego for more 
than 25 years, has announced his 
semi-retirement. 

C. Arnholt Smith, chairman of the 
board, said Mr. Wilson will continue 
his association with the bank as a 
special consultant and will maintain 
offices on the second floor of the bank 
building. 

Mr. Smith added that during the 
42 years Mr. Wilson has served U. S. 
National, he has come to be recog- 
nized as an outstanding financial ex- 
pert and has rendered a great contri- 
bution to the development of South- 
ern California. 

During Mr. Wilson’s administra- 
tion, the bank has grown from one 
office to 21 branches in Los Angeles, 
Orange and San Diego counties. 

Besides his activity in the bank, 
Mr. Wilson has been active in many 
civic and business organizations. 


Michigan City, Indiana—Elmer 
W. Heitman has been elected chair- 
man of the board and Richard Ream 
president of Citizens Bank. 

Mr. Heitman was formerly board 
chairman and president and Mr. Ream 
executive vice president. 

Under the change, Mr. Heitman re- 
mains the chief executive officer and 
the position of executive vice presi- 
dent has been vacated. 

Robert L. Jones, formerly assistant 
cashier, has been elected assistant vice 
president. 

Two new directors have also been 
elected at the bank. They are John 
Carstens, executive vice president of 
Carstens Bros., Inc., and Burton B. 
Ruby, president of Jaymar-Ruby, Inc. 


* 
Dallas, Texas—The board of di- 


rectors of Texas Bank & Trust Com- 
pany of Dallas has declared a regu- 
lar quarterly dividend of 25 cents 
per share and announced the elec- 
tion of a new vice president. 

This is the 101st consecutive divi- 
dend paid by the bank, according to 
W. W. Overton, Jr., chairman of the 
board and C. B. Peterson, Jr., pres- 
ident. 

Leon M. Huff, Jr., has been elected 
vice president of the bank. He joined 


the bank in June, 1959, as manager 
of the industrial department and was 
named assistant vice president in 


January, 1960. 
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Alexandria, Louisiana—Election 
of four employes to officer status has 


MR. ANDRIES MR. HAILEY 
been announced by Robert H. Bolton, 
president of the Rapides Bank & Trust 
Company. 

Promoted to assistant cashier were 


MR. HOPSON MR. VILLARD 


J. Huey Andries, manager of the 
bank’s Lee and Texas office; Otha 
Hailey, manager of the Pineville of- 
fice; Stafford Hopson, head teller at 
the main bank and Leroy Villard, 
head bookkeeper at the bank’s main 


office. 
es 


Kansas City, Missouri—Kearney 
Wornall, vice chairman of the board 
of directors of City National Bank & 
Trust Company, has retired. 

Mr. Wornall became affiliated with 
City National in 1933 as vice presi- 
dent when the bank merged with 
Broadway Bank. 

He is a native of Kansas City and 
attended both the University of Mis- 
souri and the Kansas City School of 
Law. Shortly after leaving school he 
became cashier of the Army Bank of 
Camp Funston during World War I. 

He was serving in this capacity in 
1918 when he became the only sur- 
vivor of the famous “Camp Funston 
Bank Robbery Case,” in which four 
other bank personnel lost their lives 
in a holdup. 

He served with the National City 
Bank in Kansas City, the Fidelity Na- 
tional Bank and helped organize the 
Broadway Bank in 1920. He remained 
with City National Bank & Trust 
Company for one year past the re- 
tirement age at the request of the 
board of directors. 








1960 Best Year 
At Building Firm 


§ ales income at Bank Building and 
Equipment Corporation of America 
reached an all-time high of $28,300,- 
000 in 1960, according to L. J. 
Orabka, president. 

Net profit following increased 
contributions to profit sharing and 
pension plans reached $1,183,000, 
Mr. Orabka said. 

“We entered 1961 with a backlog 
in excess of $33 million,” he said. 
“All but $7 million of this amount is 
scheduled for completion during the 
current fiscal year.” 

He said an expanded sales staff, 
combined with accelerated advertis- 
ing and sales promotion programs, 
is expected to increase future in- 
come from a_ vigorous financial 
building market. Additional business 
is likewise anticipated from ecclesias- 
tical work and high-rise cooperative 
apartment projects. 

Sales for 1960 were 23 per cent 
greater than 1959 and $6 million 
more than 1958. For 15 consecutive 
years, sales by the St. Louis, Missouri 
firm have exceeded previous totals 
and sales volume increased 227 per 
cent over the past ten years. 

A new cabinet shop of about 
62,000 square feet will be under con- 
struction soon, Mr. Orabka said. It 
will replace two outmoded plants 
now in use. The new $600,000 plant 
is expected to be in production this 
fall. 
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Marion, Illinois—Harry W. 
Beneke, who joined The Bank of 
Marion in 1956, has been appointed 
assistant cashier and Olie L. Mus- 
grave has been appointed assistant 
manager in the bank’s instalment loan 
department. 

Miss Clara Campbell, teller, has re- 


- tired after 23 years with the bank. 


New highs in total assets, deposits 
and loans were reached during 1960. 


North Platte, Nebraska—Stock- 
holders of the McDonald State Bank 
have approved a fifth consecutive 
stock dividend amounting to $25,000, 
according to J. Y. Castle, president. 

All officers and directors of the 
bank were re-elected at a recent an- 
nual meeting. 
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FCB Enrollment Hits 
Record High of 5,668 


Rnrollment in the Foundation for 
Commercial Banks has reached a rec- 
ord high of 5,668 members, accord- 
ing to L. M. Schwartz, chairman of 
the Foundation and president of Citi- 
zens State Bank, Paola, Kansas. 

The Foundation for Commercial 
Banks is a voluntary, non-profit or- 
ganization formed to conduct a 
strong national educational program 
on behalf of all commercial banks. 

Montana is the first state to achieve 
100 per cent FCB membership with 
a total of 118 members. Maryland 
is second with 134 banks out of 137, 
representing 98 per cent membership, 
and North Dakota is third with 147 
banks out of 154 for 95 per cent 
membership. 

States in the top percentile of mem- 
bership include: 

Wyoming, 80 per cent; Virginia, 
74 per cent; Ohio, 67 per cent; Ar- 
kansas, 67 per cent; South Dakota, 
64 per cent and Washington, 64 per 


cent. 


% 
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NORTH DAKOTA independent bankers have elected these men 








LETTER TO CONGRESSMEN BY IOWA 
BANKER IS EFFECTIVE PRESENTATION 


(Editor’s note: With tax equality legisla- 
tion now pending before Congress, it is 
essential that bankers throughout the na- 
tion let their Congressmen know how they 
feel about the issue. We are publishing the 
following as an example of the type of 
letter that effectively communicates the 
banker’s view. It was sent to each member 
of the lowa Congressional delegation by R. 
L. Davison, president, First National Bank 
of Clarion, Iowa. Mr. Davison enclosed 
with each letter a comparative statement of 
earnings of commercial banks and savings 
and loan associations in lowa.) 


This letter is being written, not only in 
the capacity as president of this bank, but 
also as.an individual, one who is vitally 
interested in the subject matter. 

It is to request your sincere considera- 
tion and to encourage your affirmative vote 
on H.R. 2899 and H.R. 2900 as introduced 
by the Honorable Burr P. Harrison and 
Hey B. Curtis, authors of the respective 

8. 





to an Independent Bankers Council for the state. Seated, from 
left: Franklin Page, cashier, Bank of Hamilton, Hamilton; 
Former Governor John E. Davis, vice president, Farmers State 
Bank, Maddock; Sharpe Pruetz, president, Kulm State Bank, 
Kulm. Standing, from left: Lee Stenehjem, executive vice presi- 
dent, First International Bank, Watford City, and Fred Hog- 
haug, president, Ramsey National Bank, Devils Lake. 
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These bills deal with tax equality as they 
pertain to commercial banks, as against tax 
favored savings and loan associations and 
mutual savings banks. Their effect would 
be to repeal Section 593 of the Internal 
Revenue Code of 1954. 

For your consideration, will you please 
analyse the figures on the enclosed sheet 
for the purpose of determining the inequal- 
ity that now exists between the above re- 
ferred to financial institutions. I am also 
making a comparison of these corporations, 
as against the salaries paid by this bank to 
its 11 employes and the amount of their 
withholding tax. I am using 1958 figures 
as they are the only ones available to me 
at this time. 

COMPARISON FIGURES ON THE 

FIRST NATIONAL BANK, CLAR- 

— IOWA, AS OF DECEMBER, 


Total resources, December 31, 1958. 

Total salaries paid 11 employes. 

Employes withholding on above salaries. 

Our 11 employes of this small, rural 
bank paid in federal taxes 42% per cent 
of the amount, namely, $14,000, paid by 
80 member savings and loan associations 
here in Iowa with earnings of over $21] 
million. 

To me this is RIDICULOUS. What 
would it be for the entire United States? 

After an examination of the enclosed 
figures it appears to me that: 

a. The tax favoritism afforded savings 
and loan associations, to a large measure, 
has contributed to their enormous growth. 
We certainly can use these savings dol- 
lars, which are being attracted out of 
our community by higher dividends, to 
strengthen our own local economy, which, 
of course, is chiefly rural. 
b. With federal income taxes to a point 
where they are discouraging our eco- 
nomic growth and stifling, not only the 
individual, but business as well, why 
should one corporation pay $12 million 
in tax on $46 million in profits while an- 
other pays only $14,000 in tax on $21 
million in profits. 
c. I am in favor of reducing corporate 
taxes, if for no other reason than keeping 
our country militarily strong. I am in 
favor of a reduction to the individual. If 
the above tax loophole was closed, could 
we not then afford tax relief to the in- 
dividual? With these tax dollars pumped 
into the consumer spending stream, could 
this not increase our economic growth 
and reduce unemployment? Increased 
business to the manufacturer could in 
turn create a return of tax dollars to the 
federal government. 

With Congress jn session I appreciate 
your work load and regret the length of 
this letter; however, this is an important 
matter to me, as it should be to indi- 
viduals. 


remain, 


R. L. Davison 
President 


THE INDEPENDENT BANKER 
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In appreciation of your consideration, & 
Sincerely yours, fT 











“YOUR BANKER’S BANK”... 


across the river from St. Louis 








THE NATIONAL STOCK YARDS 


OF NATIONAL CITY 





Member Federal Deposit Insurance Corp. 
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sorters delivered! 


Six more banks now enjoy 

the benefits of electronic sorting, 

utilizing the proved, practical sorter... 4 deiek duties 
the PITNEY-BOWES NATIONAL. esikaweiste 3042 Gh a300 


BOP Re*2R29 = bw 29R56 20 





These banks are among the many 
large and medium-size banks 

in every section of the nation— 
using 107 Pitney-Bowes 
National Magnetic Sorters — Revi Ose Mnwucas 
who have discovered for themselves 
unusual economies in operation exceeding 
their most optimistic expectations. 
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Designed and engineered 

for practical high speed electronic sorting 

by Magnetic Ink Character Recognition (MICR) 
of the orate Common Machine Language... 
actual ‘‘live’’ documents of all types, 

sizes, condition and weights of paper 

are processed by the hundreds of thousands 

each banking day. 


Your nearby National representative 

will appreciate the opportunity to discuss 
the many advantages obtained through use 
of the Pitney-Bowes National Magnetic Sorter. 
He will answer your questions 

regarding MICR, imprinting, testing, 

and electronic character recognition 

of the highest quality. 

Call him now— 

it could be one of your most important calls 
TODAY! 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 








